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Government for the Minority and by the Minority: Clearing 
House Loan Certificates: Professor Fowett as an Educator. 


HE conduct of the minority in the Senate in opposing 
the repeal of the silver purchase clause is the worst 
case of the kind with which we have had to deal in Ameri- 
can politics; but unhappily it does not stand alone. The 
same sort of thing has been repeatedly done near the end of 
Congressional sessions, when a few members have had it in 
their power to defeat action by talking against time in the 
closing hours. There was an historic case of this kind in con- 
nection with the Wilmot Proviso, and a threatened case, 
which served its purpose, in the tariff legislation of 1883. 
Such obstructive tactics are the logical outcome of a 
theory which makes members of Congress responsible to 
their districts or their States, rather than to the country as 
a whole. Condemn as we will the conduct of the senators 
from the silver states, for thwarting the wishes of the country 
for the sake of a locality,—they are only doing in a flagrant 
case the same sort of thing which is done over and over 
again in River and Harbor bills and other expenditures of 
public money. The average congressman thinks of the good 
which comes to his district, and not of the harm which comes 
to the public treasury. If the district can gain at the ex- 
pense of the nation, he deems it his duty to promote such 
gain. We have had a case of this sort in Connecticut in the 
last few weeks, where certain towns had paid a large sum 
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of money to have a certain bridge transferred from the 
charge of the towns to that of the State. The circum- 
stances attending the payment of the money were suspicious ; 
yet most of the towns concerned refuse to investigate the 
matter, for the thinly disguised reason that they got more 
than their money’s worth out of the State treasury. So dear 
is the privilege of appropriating general funds to special 
uses, that the beneficiaries of such a process shut their eyes 
not only to the real character of the transaction, but to the 
means by which it is brought about. 

The silver question in its present form offers an instance of 
the same general sort. The silver mining districts seem to 
gain by the continuance of silver purchase; therefore the 
senators exhaust every means to continue such purchase in 
defiance of the expressed will of the rest of the country. 
But in the light of Congressional traditions, why should they 
not do so? If it is right to convert the capital of the coun- 
try to local or partisan uses under pretext of legislation, it 
is avery slight sin to exhaust every parliamentary resource 
to prevent the majority from repealing such legislation. 

The long continued existence of a treasury surplus, and 
the outrageous pieces of special legislation connected with 
it, have so undermined Congressional ethics that representa- 
tives and senators both have very hazy ideas of the applica- 
tion of the eighth commandment to public moneys. Many 
of them, to all intents and purposes, believe that it is right 
to take public money for district uses, if the majority votes 
that way; and they are no doubt honestly shocked at the 
silver men, who want to continue the same course when the 
majority does not vote that way. But respect for majorities 
will never take the place of respect for the Ten Command- 
ments, even though it may appeal more forcibly to the average 
politician. The only safe thing to do in the long run is to 
take strong ground against stealing in all its forms; even 
against stealing from the nation, in behalf of a district, under 
cloak of law. 
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The financial troubles of the past summer will not have 
been without their uses, if they can be made to throw light 
upon the best method of solving some old problems of 
finance. One of the troublesome problems of the last crisis 
was that of meeting a sudden demand for loanable funds at 
a time when the usual supply was locked up. It is obvious 
that an increase in the total money supply of a country 
renders practically no aid at all in meeting this difficulty. 

The circulation of our country, for instance, has been 
steadily increasing during the past thirty years. In 1863 it 
amounted to $17.84 per capita, in 1883 to $22.91, and on 
October Ist, 1893, it amounted to $25.29. A large amount of 
currency in a country does not, therefore, imply a large 
supply in the vaults of the banks. 

A resort can, of course, be had, under our national bank- 
ing laws, to national bank notes, and the effect of the crisis 
of July was to create a demand for additional issues, the 
national bank circulation having risen during the single 
month of September by $9,700,000,:and during the twelve 
months preceding by $35,900,000; but this is at best a slow 
method, and is not available on short notice, nor is it easy to 
contract the issues when the crisis is over. The banks of 
New York, and some other cities, therefore, resorted to a 
measure which had been adopted occasionally before, though 
never on so largea scale, and issued clearing house loan 
certificates. These are certificates of deposit issued by the 
clearing house to any bank that needs them, and secured by 
such securities as may be acceptable to the managers of the 
clearing house. They are available for paying clearing 
house balances, but not for any other purpose. They are, 
of course, not legal tender, and they are only good among 
the banks that agree to accept them. Nevertheless, they 
have the effect of releasing, for general banking purposes, 
the currency that would otherwise be held back to pay 
clearing house balances. They have, therefore, the effect of 
increasing, as far as they are available, the loanable funds of 
the banks, and they do this on a very large scale. 

The maximum amount of certificates issued in the three 
cities of New York, Boston, and Philadelphia, was over 
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$55,000,000, or about thirty-two per cent. of the total circu- 
lation of the national banks, September Ist, 1892. 

If we look at New York alone, where the issue reached 
its maximum on August 29th, with $38,200,000, we find that 
this sum was forty-four per cent. of the reserve of the New 
York banks on August 26th, and was nearly seven times the 
outstanding circulation of the New York Banks on July tst. 
It is obvious, therefore, that the clearing house certificate is 
a very powerful engine, which can be put in operation at 
very short notice and on a large scale in financial centers, in 
order to make up temporarily for a stringency in currency. 
There is also no doubt, we believe, as to the general good 
results which this action produced upon the mercantile 
community at the time. 

This method of meeting a stringency, though different in 
form, is peculiarly analogous in essence to the method 
which has been adopted by the Bank of England in similar 
emergencies. The fiduciary circulation of the Bank of 
England is limited by law to a sum equal, at present, to 
about £15,500,000. There is, therefore, no way by which the 
circulation of the Bank of England can be increased, except 
by a withdrawal of an equivalent amount of gold. On three 
occasions, however, in 1847, 1857, and 1866, the Bank of 
England has been allowed by the government to disregard 
the limitations of Peel’s Act on the circulation, and to in- 
crease the volume of its notes which are based upon securi- 
ties. On two of these occasions it did not actually take 
advantage of the permission given it, but in 1857 the banking 
department did carry to the issue department certain securi- 
ties for which it received £4,000,000 worth of notes. 

The formal difference between these two methods is very 
great. In one case the action is taken by a group of banks, 
in the other by a single bank. In one case it is taken 
spontaneously, in the other case it is taken with the sanction 
of the government. In one case it results in the issue of 
certificates which have no legal tender power, and are not 
current, excepting among a small group of banks, and then 
only for a specific purpose; in the other case it results in 
issuing bank notes enjoying the same legal tender quality as 
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other bank notes; yet, intheir essence, the two processes 
are singularly alike. In both cases the ultimate result is to 
turn securities, for the time being, into currency. 

It thus appears that in both countries it has been found 
desirable in a panic, to provide a means by which good 
securities can be made to take the place of currency. 

Under these circumstances the question may well be raised 
whether it would not be wise for Congress to make this 
method of meeting a crisis more effectual by legalizing it, 
and at the same time put it under control in order to pre- 
vent any possible abuse. 


The death of Professor Jowett, the Master of Balliol, 
deserves more notice than it has received from the Amer- 
ican public. It is not asatranslator of Plato and Thucydides, 
nor as a leader in the Broad Church movement, that he bears 
his chief title to remembrance, but as an educator of English 
students in the transition period between ancient and modern 
methods of study. He may lay special claims to a tribute 
from the YALE REVIEW, since his work had much in com- 
mon with that of the men who have given the distinctive 
features to Yale thought and Yale education. 

The intellectual life of Oxford before Jowett’s day was 
largely connected with religious and theological contro- 
versy. It was around men like Pusey, or Newman, or 
Arnold, that the student thought of the second quarter of the 
century grouped itself. A few of these well defined groups 
were in a ferment of activity; the rest of the University 
world was in intellectual stagnation. With his advent at 
Balliol, Jowett introduced a zeal for work independent of 
theological or religious ideals. He taught men to aim at 
tangible objects immediately before them. He was thor- 
oughly at home in the modern system of competition, and 
developed that competition for all it was worth in Oxford 
University life. Balliol became a reading and working col- 
lege, in a way that distinguishes it from all other colleges at 
Oxford. Critics might object that Jowett’s ideals were 
narrow; that he made men work from lower motives rather 
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than higher, for honors rather than for humanity. But 
work they did, and that right hard; and to Jowett’s mind 
this was the main thing. Better to work for an examination 
than to dawdle for an ideal. Of course this attitude did in- 
justice to a few men of the very highest type; but where it 
did injustice to one, it shook the nonsense out of half a dozen. 

Jowett unquestionably had the feeling that, while men were ? 
at the University, they were best occupied with University 
ambitions ; it was time enough to settle the world’s problems 
when they were actually in the world. 

But Jowett and Jowett’s pupils were on the whole inclined 
to take the world’s problems in the narrower rather than the 
broader sense. Jowett was an excellent committee-man, and 
an indifferent theologian. The dogmas of the Church and 
the dogmas of science both failed to arouse enthusiasm in him. 

He was attached to the Church as a working institution; its 
f' value to him in this respect far outweighed considerations 
| of theology. His scepticism as to miracles was thrown into 


the background by his scepticism as tothe importance of the 
j subject of miracles. He probably had the same scepticism 
as to the importance of the conservation of energy or of 
1 the doctrine of natural selection. He was assailed by zealots 
t of all shades of opinion; but he might well have replied, 
}/ as Montucla did before him: “It is the business of the 
Sorbonne to discuss, of the Pope to decide, and of a mathe- 
matician to go straight to heaven in a perpendicular line.” 

He was not a man of the future, who created new thought; 
| but he was emphatically a man of his day, who stimulated 
the existing thought, and brought it into practical, healthful 
contact with the work of everyday life. 
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RESULTS OF RECENT INVESTIGATIONS ON 
PRICES IN THE UNITED STATES. 


i N 18g1, at a time when the effects of protective duties on 
prices and on the expenses of living were under active 
discussion, the United States Senate authorized its Finance 
Committee to collect facts and figures to show what the 
actual course of prices and wages in the United States had 
been. With commendable judgment and impartiality, the 
Committee put the work of securing and digesting the de- 
sired statistics into the hands of men whose ability and 
training ensured trustworthy results. The collection of the 
primary facts was given to the trained force directed by 
Commissioner Wright of the Bureau of Labor,—a name 
which gives ample assurance that this fundamental part of 
the investigation was conducted, with perfect skill and 
scrupulous care. The arrangement and digesting of the 
5 ample material gathered by the Bureau of Labor was en- 
trusted to Professor R. P. Falkner, to whose choice econo- 
mists and statisticians owe a most discriminating analysis 
and presentation of the results. 

The first report of the Committee, issued in 1892, pre- 
sented statistics on the course of retail prices immediately 
before and immediately after the date when the tariff act of 
1890 (the McKinley Tariff Act) went into effect. The statis- 
tics there given, meant to show the first effects of that meas- 
ure, bore on a subject of only temporary interest, and 
indeed were at best of no great significance. But the signal 
skill and care with which they had been gathered gave prom- 
ise of results of more enduring value when a wider and 
more important range of subjects should be covered. 
Such results we have in the second report of the Com- 
mittee, published in the present year (1893). On the specific 
subject which gave the impulse to the whole inquiry,—the 


1 This paper, read before the International Statistical Institute at Chicago, is 
here published through the courtesy of the Institute. It will appear in due 
time in the Aud/etin of the Institute. 
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effect of tariff legislation,—it is indeed doubtful whether 
much has been contributed to the solution of disputed ques- 
tions. But on some subjects at least as important, on eco- 
nomic history, and on the history and theory of currency 
and prices, we have a mass of material the importance of 
which it would be difficult to overstate. 

The second report covers wholesale prices from 1840 to 
the present time. It contains also a valuable collection of 
statistics on rates of transportation, and on money wages; 
but we are here concerned chiefly with the statistics of 
prices. The wholesale prices of 223 articles were obtained 
for every year from 1860 to 1891; and the prices of go out 
of these 223 articles were secured from 1840 to 1891. These 
returns are digested and arranged by Professor Falkner ina 
manner to enable the investigator to follow closely the 
methods employed, and to display with perfect clearness 
the results attained. On the period from 1840 to 1860 the 
range of material covered is as wide as that in any other 
investigation of the same sort; while for the period from 
1860 to 1891 it is much wider. Clearly we have here a con- 
tribution of signal importance to the statistical material 
without which so many questions, both of permanent theo- 
retical interest and of immediate practical importance, can- 
not be answered. It would be useless to attempt to discuss 
all the noteworthy results of the investigation. I shall con- 
sider one or two points only; and, more especially, the 
methods employed in the securing the general index number 
for the movement of prices as a whole, and the results as to 
the movement of prices under the influence of the paper 
money issues of the civil war. 

In presenting the results for comparison year by year, 
1860 was selected in all cases as the base. That year was a 
normal one, marked by prices neither much higher nor 
much lower than those of the years immediately before and 
after. It was the first year for which the statistics were 
fully secured for the whole list of 223 articles. It marks 
the beginning of a new period in the economic development 
of the United States; and it gives a convenient standard for 
measuring the extraordinary effects of the emissions of paper 
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money uring the civil war of 1861-65. The grounds for 
selecting it as the base are thus amply sufficient; and an 
easy transposition enables comparison to be made with the 
European statistics of prices in which the base is usually the 
period immediately preceding the great gold discoveries. 

The year 1860 being thus selected as a base, the price of 
each commodity for that year was indicated by the figure 
100, and prices for other years, in the familiar method, by 
the figure indicating the ratio to the price of 1860. In 
generalizing the results, and securing a figure which should 
indicate the general range of prices in any year as compared 
with 1860, the question arose whether to use the simple 
arithmetical average of these ratios or the average weighted 
according to the importance of the commodities. Professor 
Falkner wisely chose toapply both methods. By so doing he 
not only made his results as accurately significant of the 
complicated course of actual prices as is possible under any 
method of fictitious average; he also gave the economist and 
statistician the best opportunity yet afforded them of judging 
the merits of the two methods and the extent to which 
they yield different results. 

The application of the method of arithmetical average is 
simple, and needs no special consideration. That of weighted 
average is more difficult. It calls for great care and dis- 
crimination; and the mode in which it was used may be 
briefly ‘described. 

The method adopted was to assign weight to different 
commodities in proportion to their importance in the 
budget, or expenditures, of families of moderate means. The 
Seventh Annual Report of the Bureau of Labor had con- 
tained a large number of valuable budgets, showing the 
distribution of the expenditure of a normal family for food, 
clothing, rent and other purposes. The previous report on 
retail prices in 1891, made for this Senate Committee, had 
contained further, more detailed budgets, in which the items 
of expenditure were stated with a very minute designation 
of expenditure for specific purposes. The expenditure for 
food was separated into items for beef, hog products, butter, 
milk, eggs, fish, flour, potatoes,—21 items being so itemized | 
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that for clothing was separated into husband’s, wife’s, chil- 
dren's expenses for clothes, hats, shoes, and so on; and mis- 
cellaneous expenditures were similarly itemized. In pro- 
portion as articles formed a larger or smaller part in the 
expenditure of normal families thus analyzed, they were 
given greater or less weight in deducing the average of 
prices for any year. 

Two questions arise as to this method of weighting. One 
is as to its soundness in principle; the other as to the suc- 
cess with which it can be worked out in detail. 

The question of soundness in principle is not specifically 
raised by Professor Falkner. But he rejects, as inferior, the 
method followed by Mr. Palgrave and others, of weighting 
commodities according to the extent to which their total 
money value enters into the total expenditure of the com- 
munity. Clearly the question whether the budget method 
is sounder than the total expenditure method depends, in 
good part, on the object sought to be attained. If we seek 
merely a conclusion as to the value of money,—as to 
whether prices have risen or fallen,—the total expenditure 
method is faultless: the only doubt,—this, to be sure, a very 
serious one,—can be, whether it is feasible to ascertain the 
total expenditure on a number of commodities large enough 
to make the general result trustworthy. If, however, we 
seek conclusions, not so much on the simple question of 
monetary changes, but on the social consequences of such 
changes, the budget method is clearly better. If we wish 
to know whether any particular class in the community is 
better or worse off in consequence of changes in prices, we 
must make the inquiry with reference to the distribution of 
expenditure by its members. More particularly, if we wish 
to know how those in the community who earn their bread 
by manual labor are affected by the movement of prices, we 
must inquire whether their money income, as distributed in 
one direction or another, yields them more at one time than 
at another. Proceeding from the social point of view, it 
might be possible, from a given set of figures, to conclude 
that the expense of living for the workingman had risen; 
while yet, from the simple monetary point of view, the same 
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figures might make it clear that prices had fallen. Food, 
for example, forms a large part—-4o0 per cent.—of the total 
expenditure of the workingmen’s families whose budgets 
were chiefly used by Professor Falkner. A rise in the price 
of food, measured by its importance in their budget, might 
cause their expenses of living to rise. Among the well-to-do 
and leisured classes, however, a rise in the price of food 
would be of less importance, and might easily be over- 
balanced by a fall in the price of other things. The well-to- 
do class might be a comparatively large part of the popula- 
tion, and might expend two-thirds of the total income. 
Under such conditions, the method of total expenditures 
would rightly show that general prices, considered with 
reference to the importance of different commodities, had 
fallen. Yetthe budget method would show that the expense 
of living of that class in the community whose welfare most 
enlists the interest of the social philosopher, had not fallen, 
but risen. 

Evidently, the results of these two methods of weighting 
would be the same, if the families whose budgets were used 
to ascertain the importance of the commodities were fami- 
lies representing the average direction of expenditure in the 
whole community; not “typical” families in the sense of 
representing the usual expenditure of a given class under 
normal conditions, but ‘“‘average”’ families, representing by 
a sort of accident the distribution of expenditure in the whole 
community. The question may arise, whether the budgets 
used in Professor Falkner’s report are typical for a class, or 
averages fora community. They are of families with mod- 
erate incomes, yet incomes of the working class type, as is 
indicated by the large proportion of expenditure (40%) for 
food. Ifthe people of the United States, as a whole, spend 
something like 40 per cent. of their total income for food, the 
budgets of these families give a truthful means of ascertaining 
how much stress should be laid on changes in the price of 
food, in measuring the general movement of prices. We can 
only guess what this proportion may be. If the well-to-do 
class is large in number, and if its share in the total national 
income is great, so heavy an expenditure for food would 
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hardly hold good for the whole community. The abounding 
and growing expenditure which we see on all sides by those 
whose lot is easy, suggests at least a doubt whether the 
budget method, as applied in this investigation, supplies us 
with a key to all the difficulties in giving to different com- 
modities their due weight in getting a general expression of 
the rise or fall in the value of money. 

So much as to the questions which may arise on the sound- 
ness in principle of the budget method of weighting ; from 
which we may proceed toa consideration of the success with 
which it was applied in detail. The difficulties in the way 
of the other method of weighting, that by total expenditure, 
are obvious. It is impossible to ascertain the total expen- 
diture by the community on more than a few articles, and 
these largely raw materials, like cotton, wool, iron, wood, 
which enter into actual consumption in the most diverse 
and complicated ways. Hence the total expenditure method, 
as applied for example by Mr. Palgrave to the Economist's 
figures, can not be said to promise more satisfactory results 
than the simple method of unweighted arithmetical average. 
The question arises whether the budget method is suscepti- 
ble of more accurate application in detail, and so promises 
better practical results. 

Here we find that Professor Falkner’s industry and dis- 
crimination, and the large resources put at his disposal by 
the Bureau of Labor, have yielded results solid in character 
and as little in need of correction and allowance as the inher- 
ent difficulties of the problem made possible. As hasalready 
been said, the expenditure by the selected families (232 in 
number) was followed into its details for individual items,— 
for beef, eggs, flour, potatoes, clothing, light, fuel, and so on. 
The price of each commodity was known year by year, and 
was given weight, in making up the general index number 
for each year, according to its importance in the family 
budget. This could be done with ample completeness and 
accuracy as to food. With other items of expenditure, the 
method was more difficult of application. The budget stated 
what proportion of the family expenses went for the clothing 
of husband, wife, children. But the list of prices showed 
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only what certain woollen goods, cotton goods, silks, linens, 
leather, and shoes, had cost. It was necessary to combine 
and group the quotations of prices insuch manner as to fit 
the items of expenditure. Thus the prices of suitings were 
used in connection with the preparation of expenditure on 
men’s clothing; of shoes and leather combined, for shoes ; of 
dress goods, for women’s clothes; of blankets, flannels, cot- 
ton textiles, and linen goods, for all other items of clothing. 
These combinations were made with skill and judgment; yet 
they inevitably introduced an undesirable artificial element 
into the process of weighting. 

Ciearly, some items of expenditure could not be fitted at 
all, or only by arbitrary supposition, into the figures of prices. 
Rent is a large item in expenditure; but how much of this 
goes for bricks, wood, glass, it is impossible to say. A con- 
siderable expenditure among the selected families had not 
been itemized at all, but simply set down in the budget as 
“miscellaneous.” This was taken into account, nevertheless, 
in making up the weighted average, by assuming that one-half 
of this miscellaneous expenditure was for the direct purchase 
of commodities; and by assuming further that these com- 
modities, already assumed to be directly purchased, consisted 
of all the articles in the list which had not already found a 
place in the specifically itemized articles of the budget. The 
prices of all these articles, not traceable in the budget state- 
ments; were yet given an importance in forming tne general 
average, determined by the proportion which one-half of the 
miscellaneous expenditure had in the total expenditure of 
the family. These other articles, it may be noted, included 
all the metals and implements whose prices were quoted, all 
the drugs and chemicals, all the lumber and building mate- 
rials. Here again we have an artificial element of consider- 
able importance,—a supposition and not a fact in the distri- 
bution of expenditure and the consequent weighting of com- 
modities. This description of itself suffices to show how 
difficult it is to carry out into practice the budget principle 
of weighting commodities according to their importance. 

In one way or another, partly by direct and specific as- 
signment of items of expenditure to prices of individual 
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articles, partly by adjustments and suppositions such as have 
been referred to, 68.6 per cent. of expenditure was accounted 
for,and a weighted average of prices was calculated, resting 
on the importance of the various commodities in this part 
of the expenditure in the families of moderate means. 
Two sets of general index numbers were made out on this 
weighted method. In one, the index numbers were calcu- 
lated by applying the figures of prices only to this 68 per cent. 
of specifically apportioned family expenditure. In the other, 
the same apportionment or weighting was used, but it was 
assumed that the rent and other items of expenditure, whose 
prices were not ascertainable, remained equal in amount. 
This second set of index numbers seems to be of very 
doubtful value; and in the comparison of the results of the 
weighted and the simple average, it will be neglected, and 
attention will be confined to the first set, in which the greater 
part of the family expenditure is itemized and is used to 
give importance to the different commodities. 

If these two methods, then, of simple arithmetical average 
on the one hand, and average weighted by family budget im- 
portance on the other hand, yielded greatly different results, 
we might be perplexed which to use as significant of the 
general course of prices. The arithmetical average is sim- 
ple and straightforward, and brings little liability of un. 
noticed error. It is obviously faulty in principle, since it 
gives all commodities equal weight; but, by taking a very 
large number of commodities, the mistakes of emphasis may 
be expected to balance each other. The budget-weighted 
method is sounder in principle; dut the budgets may not be 
fairly representative, while the ascertainment of proportional 
expenditure is difficult, and necessitates artificial allowances 
and assumptions. Fortunately, in the present investigation, 
the two methods lead to results so surprisingly in agree- 
ment that we may be sure neither is greatly in error. Be- 
tween the two, we have an indication of the general move- 
ment of prices as accurate as is likely to be secured by any 
method. 

A glance at chart I will show that from 1861 to 1891 
the lines indicating the movement of prices, one drawn by 
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the simple arithmetical average, the other by the budget- 
' weighted average, run together with remarkable closeness.’ 


CHART I. 
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During the years from 1840 to 1860, it is true, they diverge, 
the weighted average being lower than the simple average. 
But this difference is probably due largely to the fact that a 
much smaller number of commodities was taken in account 
in forming the averages before 1860; and further to the 
greater difficulty of securing quotations of prices before 1860, : 
which it was possible to fit to the items of family expendi- 
ture. There is, indeed, another not improbable explanation 
of the divergence. Prices of food of various sorts were 
lower before 1860 than since ; food is given a large weight 
in the budgets; hence a low price of food before 1860 would 
perhaps lower the general index number as ascertained by 


1 This chart also has a line indicating the course of the premium on gold 
from January to January of each year, to which reference will be made at the 
close of the paper. For the present, the lines indicating the movement of 
prices, as ascertained by the two methods, alone need attention. 
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the budget-weighted method, more than by the simple 
average method. It is unfortunate that the less complete 
material at our disposal before 1860 makes it uncertain 
whether we have here a case of really important differences 
in result, due to difference in method. 

But, to repeat, in the thirty years since 1860, for which 
we have ample material, the results are in remarkably close 
correspondence. During the civil war, the lines move 
together with an evenness which is extraordinary, in view 
of the anomalous conditions of that period of inflation and 
confusion. The prices from which the averages are reduced, 
it must be remembered, are January prices. During 1863, 
1864, and 1865, January prices might differ widely from 
December or February prices; and either the weighted or 
the simple average might be seriously affected by the acci- 
dent of a month’s variations. Bearing this in mind, we 
must be surprised to find that both methods agree as closely 
as they do in their evidence on the rise of prices due to the 
great paper issues. They agree, too, and even more closely, 
in showing the gradual decline in prices after the high water 
mark had been reached in 1865. A check to the downward 
movement came in the speculative period which preceded 
the crisis of 1873. The rapid decline was resumed after 
1873, and reached its end with the period when the resump- 
tion of specie payments was effected, in 1879. It is clear 
that the effects of the paper money issues of the war did not 
exhaust themselves until that year, when prices were finally 
at the point from which they had started before the inflation 
began. The wrongs, the injustice, the chaos in the rela- 
tions of debtor and creditor, the instability of all industrial 
enterprise, the occasions for unearned fortunes and unde- 
served calamities, which must result from sudden changes 
in the volume of the currency, could not be more vividly 
illustrated than by the soaring line of 1862-65 and its sinking 
successor in 1865-79. 

That the fall in prices to the specie point coincided with 
the date fixed for the resumption of specie payments, can not 
be regarded otherwise than as a lucky accident. The fall 
was due in but slight degree to legislative action in contract- 
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ing the quantity of the papermoney. The decline after 1873 
was caused directly, in the main, by the lessening volume of 
credit substitutes for money after the crash of 1873; it was 
aided by the growing transactions of the growing popula- 
tion, or by the process then described as “growing up to 
the currency”; it was made inevitable by the altered con- 
ditions of foreign trade after 1873. As it happened, prices 
were fortunately on a specie basis when resumption was 
undertaken, and to this mainly is due the ease and success 
with which a solid specie basis was again secured. Since 
1879, the movement of prices illustrates the more normal 
ups and downs of modern industry and trade. The years 
1880-84 bring an upward movement, partly of a speculative 
character; the depression of 1885-86 causes a decline ; then 
there is an even movement, with an upward tendency due 
to the unusually favorable conditions of 1890; finally a 
decline in 1891, which it is safe to say would be farther con- 
tinued for 1892 and 1893, if the investigation were carried to 
these years. 

While noticing the general range of prices in the United 
States, it will be of interest to make a comparison with the 
movement of prices in Europe. For this, we may use the 
late Professor Soetbeer’s statistics on Hamburg prices since 
1850. These statistics were related to a large number of 
articles, and are averaged by the simple arithmetical 
method; their index numbers may be compared with the 
index numbers got by the same method for the American 
prices. They have been reduced to a basis of 100 for 1860, 
and their movement, with that of the American prices, is 
indicated on chart Il. For the period of the inflated 
currency and specie premium, this comparison is of little 
value. It is true that American prices can be reduced to a 
specie basis by making allowance for the specie premium 
for the time being. But the effect of the paper money 
inflation can not be eliminated in this simple way, as will 
presently be explained. Rather for the satisfaction of 
curiosity than for any other reason, I have corrected the 
American prices for the specie premium during 1862-1879, 


and indicated the corrected movement by the unbroken line 
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on the chart. But the working of the paper money presents 
problems not capable of solution by this simple method, and 
no safe comparison with European prices can be made for 
the period of suspended payments. For the period before 
1862, and after 1879, the results are more useful. The lines 
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on the chart indicate of course not relative prices, but the 
relative movement of prices. They seem to show that, as 
compared with the period before the Civil War, the move- 
ment of prices in the United States has been downward 
more distinctly than it has been in Europe, and that the 
difference between the range of prices is less than it was 
a generation ago. This result is in accord with what we 
should expect on grounds of general reasoning. As the 
United States progresses, and reaches more nearly the con- 
ditions of a fully-settled and occupied country, we should 
expect the difference in economic conditions from those of 
older countries to become less marked, and prices, among 
other things, to show a range less above that of European 
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countries. Our high protective tariff has probably retarded 
in some degree the levelling influence; but the general 
forces seem to have exercised their influence none the less. 

Another and highly important phase of the monetary his- 
tory of this period receives attention in that part of the 
Report which presents statistics on wages. The methods 
and results of this part of the investigation are to be dis- 
cussed by another hand ;' but some of the salient results may 
be here noted. 

Returns of wages for 543 distinct series of laborers were 
obtained for the period from 1860 to 1891, and for 61 of these 
series returns were obtained for the whole period from 1840 
to 1891. Average wages for each of 21 occupations were 
computed on the index number plan; and a general index 
number indicating the movement of wages for all the occu- 
pations was also computed. In these calculations, the wages 
for 1860 were again taken as the base, and the results thus 
made readily comparable with those for prices. The aver- 
age, or index numbers, are in one sense more accurate and 
significant as to wages than they are as to prices. The 
divergence of the individual wages from the average of any 
one occupation is comparatively small: the average is more 
nearly atrue average. So as tothe movement of wages in 
one occupation, as compared with the general movement: 
the upward or downward fluctuations in the general average 
is reflected with greater faithfulness in the average wages of 
the several occupations than is the general movement of 
prices in the quotations for particular articles or groups of 
articles. The inevitable fictitious quality of a general index 
number thus calls for less constant allowance in using these 
results of the statistics of wages than in using the figures for 
prices. 

The main results as to general money wages are indicated 
in the appended chart III, on which the general index num- 
bers of wages are plotted. For readier comparison, the line 
indicating the movement of prices (calculated by simple 

1 In a paper presented to the International Institute of Statistics by Colonel 


Carroll D. Wright, of the Department of Labor. It will appear, with the present 
paper, in the Bulletin of the Institute. 
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average) is also given. It will be seen that money wages 
responded with unmistakable slowness to the inflating in- 
fluences of the Civil War. In 1865, when prices stood at 217 
as compared with 100 in 1860, wages had only touched 143. 
The course of events at this time shows the truth of the 
common statement that in times of inflation wages rise less 
quickly than prices, and that the period of transition is one of 
hardship to the wages-receiving class. On the other hand, the 
sluggish movement of wages shows itself in the opposite way 
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in the succeeding period of falling prices. As wages rise less 
quickly than prices, so they fall less quickly. The upward 
movement of wages continued after 1865, rapidly until about 
1867, thereafter more slowly. But for the activity of the 
speculative period preceding the crisis of 1873, it is probable 
that money wages would have begun to fall again as early as 
1870. Asit was, the advance continued slowly, until the crash 
of 1873 precipitated a downward movement which lasted 
until 1879, and corresponds to the abrupt fall of prices during 
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the same years. With the resumption of specie payments, 
and the new and more solid start which the industry of the 
country then took in all directions, a striking inverse move- 
ment of wages and prices took place. From 1879 wages 
rise; there is a slight interruption of the upward movement 
in the depressed years 1884-86, but otherwise the rise is 
steady. Prices rise in the “boom” years 1880-82, and 
thereafter fall unmistakably. Taking these years as a whole, 
we have strong testimony of that inverse movement of 
prices on the one hand, and of wages, and indeed all money 
incomes, on the other hand, which seems to have taken place 
in all civilized countries during the last generation. It may 
be fairly said that this inverse movement shows itself in 
the United States even before 1879. In the long period of 
depression that lasted from 1873 to 1879, wages fell more 
slowly than prices, the inevitable readjustment from a paper 
to a specie standard operating more incisively in the decline 
of prices. Wages virtually rose, as compared with prices, 
before the direct rise in money wages set in. All in all, the 
figures show that the purchasing power of money wages has 
been rising steadily for at least twenty years, and that the 
decline in prices since 1873 and especially since 1882 has 
been a source of prosperity and not of depression to the 
community at large. 

From this digression in regard to wages we may return 
to some further consideration of the movement of prices, 
and, more particularly, to an interesting phase of that move- 
ment during the period of inflation: the relation between 
the specie premium and advance in general prices. For 
some purposes, it is necessary to regard the premium on 
specie as a mark of the depreciation of an inconvertible 
paper money. But economists have long been attentive to 
the fact that the real depreciation—the rise in prices over 
and above what they would have been if the currency had 
remained on a specie basis—is by no means measured with 
accuracy by the specie premium. The premium may be 
greater than the general rise in prices; it may be less. So 
far asthe United States during and after the civil war is con- 
cerned, it has been usually supposed that in the first stages 
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of the paper emission, and especially during 1863-65, the 
specie premium was greater than the general rise in prices; 
while in later years, say in 18€6-70, the reverse is supposed 
to have been the case, the rise in prices being greater than 
the gold premium. It is pertinent to inquire what light our 
Statistics throw on this aspect of the history of prices. 
Unfortunately, the fact that the index numbers were 
calculated on the basis of January prices makes it possible 
to get conclusions only of a very limited sort. On chart 
Il the general index number of prices, as they stood in 
January of each year, is compared with the gold premium as 
it stood in January. For the earlier years of the paper- 
money period, however, the comparison derivable from 
the lines is of little value. During the first years of the 
period, from 1862 to 1865, prices and the gold premium 
fluctuated with great rapidity and with extraordinary irreg- 
ularity. The paper-money issues were on a large scale, 
and depreciation set in very quickly. The progress and 
extent of the real depreciation, as indicated by the change 
in prices, could be ascertained only by getting statistics 
from month to month, or, indeed, from week to week. The 
gold premium reached its highest point in July, 1864, when it 
touched 285. Throughout 1865 it fluctuated violently. It 
ranged between 285 and 222 in the month of July, 1864, and 
during this year ranged between 245 and 151. How prices 
fluctuated during this feverish year, we have no means of 
knowing. Few individual commodities showed fluctuations 
as great as gold, and a general index number, month by 
month, would probably show a less spasmodic and irregular 
movement than did the gold premium. It is still possible, 
even probable, that the general movement of prices lagged 
behind the gold premium. In the first month of 1865, for 
which we have the high index number of prices indicated on 
the chart, there is no great difference between the gold pre- 
mium and the index of prices; but it is not improbable that 
by this date prices had just attained their highest point, 
while the premium on specie was already on the decline. 
All this, however, is speculation; our statistics do not give 
us more than a hint of the course of events during the period 
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of sudden inflation. It should be said, however, that the 
materials for a more detailed investigation are contained in 
the specific quotations of prices printed in the body of the 
Report. There the economist will find quotations of prices 
for all the articles for each quarter of each year,—for January, 
April, July, and October. Index numbers prepared trom 
these quarterly quotations might furnish instructive results, 
and present a tempting opportunity for those who may be 
able to give the investigation the weary labor which it 
would entail. 

After the first years of the period of inflation, when the 
movement of prices became less irregular and fluctuations 
in the gold premium less abrupt, the January index number 
and the specie premium may be compared with better 
promise of significant results. And then the movement is 
certainly striking. The decline in the gold premium is 
more rapid than the decline in general prices. The real 
depreciation of the paper, in other words, was greater than 
its discount in terms of gold would indicate. This is more 
particularly the case in the years immediately after the war, 
—in 1866-68, and again in the years immediately before and 
after the great crisis of 1873,—i. e. in 1871-74. After the 
war the gold premium fell sharply and suddenly from a 
range of 200 and over to one of 140 or thereabouts; yet 
prices fell much more gradually and more slowly. Again, 
in the years after 1870 the gold premium ranged between 
110 and 120, and in general tended to fall. The January 
quotations in this period are a fair indication of the range 
of the premium throughout the year. Yet in ’70-"73, prices 
showed a tendency to rise rather than to fall, and the real 
depreciation of the currency was greater than the specie 
premium would indicate. After 1873, prices fell sharply and 
continually; the gold premium fell much more slowly. 
The country was nearer a specie basis in 1873, so far as the 
gold premium went, than it was so far as the general range 
of prices went. The final and real readjustment to a specie 
basis was accomplished rather by the relentless fall in prices 
and in wages between 1873 and 1879, than by the more 
obvious, but less incisive, decline in the gold premium. — _ 

F. W. Taussic. 


Harvard University, Cambridge, Mass. 
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STATE SOVEREIGNTY BEFORE 1789. 


HIRTY years or more ago no position concerning the 

constitutional relations of the States to the United States 
was perhaps more fully established or more frequently af- 
firmed, both North and South, than that of the original politi- 
cal sovereignty of the States which in 1789 formed the Union. 
It was not merely a dogma but a postulate of our constitu- 
tional law. Along with this went the doctrine of the Fed- 
eralists of our early political history, and of the Unionists of 
all our political history, that this original sovereignty of the 
States was limited or abridged by the force and meaning of 
the Federal Constitution,—limited and abridged to such an 
extent as to create a new nation, having sovereignty indeed, 
but a sovereignty in turn strictly limited by the express and 
implied grants of power in the Federal Constitution. Two 
sovereignties were thus held to co-exist under our Federal 
system—a national sovereignty, originally created and lim- 
ited by the Federal Constitution, and a State sovereignty, 
originally possessed by each State, but by the adoption of 
the Federal Constitution in 1789 limited or abridged to the 
exact extent, and no more, of the powers granted to the 
United States by the Federal Constitution. The original 
sovereignty of the States was a concession alike of Calhoun 
and of Webster; of Jefferson and Madison, as well as of 
Hamilton. Jefferson, when toying in 1798 with the demon 
of nullification in the Virginia and Kentucky Resolutions, 
and Calhoun and his school in their dogmas of secession 
and constitutional separation, laid the foundation of their 
arguments on the doctrine of the complete sovereignty of 
the States prior to 1789; reaching the conclusion that as 
once possessors of such original sovereignty, the States had 
still the right under the constitution to withdraw from the 
Union or to resume the sovereignty and powers con- 
veyed away by the adoption of the constitution. Hamilton, 
Marshall, Webster, and the school of which they were 
the most illustrious representatives, conceded and asserted 
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the original sovereignty of the States; but held that the 
adoption of the constitution created a nation and not a 
league, a perpetual government and union, not a temporary 
or dissoluble compact or confederacy ; and that, hence, the 
original sovereignty of the States was by the adoption of 
the constitution forever thereafter shorn of its completeness, 
but to the extent only of the powers granted by the consti- 
tution to the United States. 

Mr. Calhoun’s views on this point are found on all hands 
in his speeches and writings. In his ‘“ Discourse on the 
Constitution and Government of the United States,” he 
says: “ That the States when they formed and ratified the 
constitution were distinct, independent, and sovereign com- 
munities has already been established. That the people of 
the several States acting in their separate, independent, and 
sovereign character adopted their separate State govern- 
ments is a fact uncontested and incontestable.”’ In the 
resolutions introduced by him in the Senate, which led to 
the great debate of February, 1833, he thus stated his posi- 
tion: ‘‘ Resolved, That the people of the several States 
composing these United States are united as parties to a 
constitutional compact, to which the people of each State 
acceded as a separate and sovereign community.”* Again, 
in his speech in the Senate in reply to Mr. Webster, Febru- 
ary 26, 1833, he said: “ All acknowledge that previous to the 
adoption of the constitution the States constituted distinct 
and independent communities in full possession of their sov- 
ereignty.”” 

No better statement of the Union view can perhaps be 
found than this passage in Mr. Webster's letter of opinion, 
addressed to Baring Brothers in 1839: ‘“ Every State,” he 
says, “is an independent sovereign political community, 
except in so far as certain powers, which it might other- 
wise have exercised, have been conferred on a general gov- 
ernment, established under a written constitution, and 
exercising its authority over the people of all the States. 
This general government is a limited government. Its 
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powers are specific and enumerated. All powers not con- 
ferred on it still remain with the States or with the people. 
The State legislatures, on the other hand, possess all usual 
and ordinary powers of government, subject to any limita- 
tions which may be imposed by their own constitutions, and 
with the exception, as | have said, of the operation on those 
powers of the constitution of the United States.” 

It is the general judgment, we think, of the most com- 
petent that some grave excesses of rightful constitutional 
power marked the great struggle of our Civil War. It is 
not strange, but only regrettable, that it should have been 
so. Great interests, the greatest, were at stake ; deep pas- 
sions, the deepest, were aroused; the flames of civil war, 
fiercer than of foreign, enveloped us all. ‘ The Union must 
be saved; let it be saved at whatever cost ;’"—such, one may 
say, was the national thought. From such a spirit consti- 
tutional circumspection was not always to be expected. 
Some of the excesses in question were temporary in their 
direct effects; such as the declaration of martial law or the 
attempt to override the civil authorities, in States not in 
rebellion ; and the suspension of the writ of abeas corpus by 
President Lincoln in 1863. Other excesses were more last- 
ing in their results,—the Legal Tender Acts of 1862 and 
1863, for example, which have since steadily poisoned our 
financial life, and are destined to cast their baleful effects far 
forward into the future. Not one of these excesses can be 
fairly said to have been necessary to save the Union or to 
put down the rebellion. They were the result of alarmed 
and excited feelings, not unnatural, but not for that reason 
the less deplorable in their effects. The war ended, and the 
Union restored, we might well have hoped for soberer 
views of public duty as well as of constitutional law. In 
one respect, and that a most important one, our government 
and Federal system suffered no detriment from or after the 
war—the substantial relations of the States to the Union. 
For this great result we are indebted, above all other men, 
to the late Chief Justice Chase and the late Mr. Justice 
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Miller; to the former for two opinions in the 7th volume of 
Wallace’s reports,’ and to the latter for the opinion in the 
Slaughter House Cases.’ By these great decisions the bal- 
ance of our Federal system was preserved against the insid- 
ious attacks and specious vagaries of thorough-going 
doctrinaires and ardent politicians of the era of reconstruc- 
tion. The nation has yet to know and feel the full measure 
of our obligations to those great jurists. 

Nothing has, however, yet sufficed to lay the spirit 
aroused by our great struggle, of pushing theories, intended, 
honestly enough no doubt, to extirpate the seeds of disunion 
and secession from our constitutional system. Among the 
notable heresies which have thus sprung up is the doctrine 
or claim that the States which formed the original Union 
were never sovereign political communities or governments. 
This position has been most fully elaborated by the late 
Professor John Norton Pomeroy in his work on “ Constitu- 
tional Law.” It crops out, too, from time to time, in the less 
formal or less considered writings of other authors; as in 
Mr. Fiske’s “ Civil Government in the United States,” * and 
in the article of Professor Tyler in the February number of 
this Review.‘ 

Professor Pomeroy—whose view on this point occupies 
over twenty pages of his work—after saying that “three 
theorjes in relation to the essential character of the consti- 
tution itself, and of the United States as a body-politic have 
been proposed and advocated by different schools of states- 
men and jurists,” states the first theory as holding that the 
nation existed prior to the adoption of the constitu- 
tion, and was not called into being by that instrument ; 
that the constitution was not the work of the States 
nor of the people of the States, but of the people of 
the United States, as a political unit; that the powers 
of the United States were not delegated to it by the 
several States, nor by the people of the several States, 


1 Lane Co. v. Oregon, 7 Wall., p. 71. Texas v. White, Idem., 700. 
216 Wall., 36. 

8 P, xxviii and pp. 204, 205. 

* Article— A New Study of Patrick Henry,” p. 345. 
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but by the people of the United States; that, as a conse- 
quence, the powers not granted were not reserved by or to 
the States, but were reserved by the people of the United 
States to themselves or to the several States. This theory 
—which he mistakenly calls the view, in substance, of Ham- 
ilton, Jay, Marshall, Story, and Webster—he adopts, and 
elaborately sets forth and defends. He declares that this 
theory rests on “ plain, historical facts.” Prior to the Revo- 
lution, he says, each colony was simply a part of the British 
empire; by their united action as colonies in resistance to 
Great Britain, they became a nation, and, prior to the Dec- 
laration of Independence, all their united acts were national 
acts; by the Declaration of Independence, they did not 
declare the separate independence of each State, but the 
independence of the American nation. This conclusion he 
regards as supported by the language of the Declaration 
itself. The sovereignty thus asserted was the sovereignty, 
not of the individual States, but of the nation or political 
unit then called the United Colonies. ‘“ There never was,” 
he remarks, “in fact, a moment’s interval when the several 
States were each independent and sovereign. While colo- 
nies they unitedly resisted, revolted, and declared that 
combined political society independent.. The blow which 
severed the connection with the British empire did not 
leave a disintegrated mass made up of thirteen communities 
now independent; it left an united mass, a political unity, a 
nation possessing the high attributes of sovereignty which 
it had just exercised. The United States was then a fact, 
and no power but that which called it into being—the Peo- 
ple—is competent to secure the national destruction.” 

Professor Pomeroy regards this view as vital, “the key to 
the whole position.” ‘ Grant,” he says, “that in the begin- 
ning the several States were, in any true sense, independent 
sovereignties, and I see no escape from the extreme posi- 
tions reached by Mr. Calhoun.” 

It may be at once admitted that the question here raised 
is chiefly an historical question of fact. The colonies were 
undoubtedly prior to 1776 parts of the British empire. As 
such they could have no separate sovereignty or political 
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independence. It is true also that the colonies had acted 
together in all the stages of their resistance to Great Britain 
before the Revolution; but it is quite impossible to point to 
any fact—nor does Professor Pomeroy attempt to point to 
any,—except the general fact of their combined action in 
forcible resistance to the mother country, which evidences 
an organic unity. There was in this nothing more than 
simple association as colonies, each colony having its sep- 
arate charter, adopting its separate constitution, maintaining 
its separate government and its separate colonial or State 
organization for executive, judicial, and legislative purposes. 
It would seem that no legal or political results could have 
come from such association that would not result from the 
similar association of any confessedly independent nations 
for common military or defensive purposes. 

The colonies acted together in making the Declaration of 
Independence, but what is the true significance of that act? 
In express terms it was there declared “that these United 
Colonies are, and of right ought to be, free and independent 
STATES.” How is it possible to escape the force of these 
terms? If those who made the declaration had intended to 
declare the American nation—which Professor Pomeroy 
says then existed—free and independent, they would surely 
have used words fit to express the idea or intention. They 
would not have described the American nation as “free and 
independent States.” 

During the entire period of the war the individual States 
maintained their separate State governments, adopted sep- 
arate State constitutions, and in all ways remained as 
distinct as they had been at any previous time. This is 
undeniable; and when peace came, by the terms of both the 
preliminary treaty of November 30, 1782, and of the defin- 
itive treaty of Paris, September 3, 1783, it was declared, in 
Article | of the former and Article V of the latter treaty, 
as follows: “ His Brittanic Majesty acknowledges the said 
United States of America, viz: New Hampshire, Massachu- 
sett’s Bay, Rhode Island and Providence Plantations, Con- 
necticut, New York, New Jersey, Pennsylvania, Delaware, 
Maryland, Virginia, North Carolina, South Carolina, and 
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Georgia, to be free, sovereign and independent STATES.” 
—both treaties having been negotiated on the part of the 
United States by John Adams, Benjamin Franklin, John 
Jay, and Henry Laurens. Not merely was the country 
officially known as the United States of America declared 
“free, sovereign and independent,” as Professor Tyler erro- 
neously states,’ but “free, sovereign and independent 
States.” Can there be doubt that this language conveys 
the meaning that each of the States composing the political 
combination with which Great Britain was then dealing was 
acknowledged to be a free, sovereign, and independent 
State? What mind, uninfluenced by a theory or prepos- 
session, looking at the situation or at the language of the 
parties to this treaty, would ever reach the conclusion that 
it was the nation, and not the individual States, which was 
here acknowledged to be free, sovereign, and independent ? 

While the War of the Revolution was progressing, 
November, 1777, the Continental Congress, sitting at York- 
town, submitted to the States, ‘“ Articles of confederation 
and perpetual union.” All the States ratified these articles. 
They remained the only expression of the relations of the 
States to a general government till the adoption of the Fed- 
eral Constitution in 1789. These articles are expressly 
entitled ‘“‘ Articles of confederation and perpetual union 
between the States.” In the forefront of these articles stood 
the declaration,—“ Each State retains its sovereignty, free- 
dom, and independence, and every power, jurisdiction, and 
right, which is not by this confederation expressly dele- 
gated to the United States in Congress assembled.” Here, 
in 1777, ex industria was set forth and guarded, in title and 
body of these articles, the sovereignty, freedom, and inde- 
pendence of each State. It is little better than trifling to 
say of this declaration that it means only that each State 
retained such sovereignty, freedom and independence as it 
then had, and that such sovereignty, freedom and independ- 
ence were only sub modo, that is, that they had been merged 
by the antecedent action of each colony and State, in the 
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nation called the United States of America. It is plain 
beyond argument, as plain as an historical fact is ever apt to 
be, that the States or colonies which became parties to the 
articles of confederation from 1777 to 1789 regarded them- 
selves, as they proclaimed themselves, sovereign, free, and 
independent. Were they self-deceived? Has it since 
turned out that, while they fancied themselves each sover- 
eign and independent, they were in reality subordinate and 
integral parts only of a nation which had existed, according 
to Professor Pomeroy, from the first appointment of dele- 
gates to a general congress in 1774?’ 

The character of the confederation of 1777 in contrast to 
that of the union of 1789 has never been doubtful. Indeed, 
Professor Pomeroy holds that the confederation was a mere 
league. ‘It was,” he says, “rather in its nature a treaty, to 
be observed as long as the contracting powers saw fit to 
yield to its requirements, and no farther.” And who were 
the contracting powers? They were no other than the 
thirteen original States, acting expressly as States, the dele- 
gates all signing the articles in terms for their respective 
States and each State separately acceding to them. ‘The 
formative elements,” says Professor Pomeroy again, ‘ which 
were combined in this political structure were not individ- 
uals, but were the sovereign, independent States, united in 
a friendly league for their mutual defense and welfare; and 
all powers not expressly delegated to the Congress were 
declared to be reserved by the several States to them- 
selves.”* But he regards all this as a mere temporary 
provision, “a tacit abandonment of the national idea.’ 
Bancroft says on this point, “ The articles of confederation 
endeavored to reconcile a partial sovereignty in the Union 
with complete sovereignty in the States, to subvert a math- 
ematical axiom by taking away a part and letting the whole 
remain.” 

The case may, then, be stated thus: Prior to the Revolu- 
tion, the colonies had acted together in matters of common 
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concern, but without any formal union or merger of what- 
ever sovereignty or independence each State may have then 
possessed; by the declaration of independence they in 
express terms declared the colonies, which had before acted 
together in the great matter of resistance to Great Britain, 
“free and independent States;” by the treaty of peace with 
Great Britain they were acknowledged to be “free, sover- 
eign, and independent States’; by the articles of confedera- 
tion of 1777, which were in force till 1789, the relations 
established and the duties undertaken were expressly 
“between the States,” and each State in terms “ retained its 
sovereignty, freedom, and independence,” so far as the same 
was not expressly delegated to the Congress. 
Another historical and judicial incident has value and 
authority here. In June, 1776, the convention of Virginia 
formally declared that Virginia was a “free, sovereign and 
independent State.” The government set up, and the con- 
stitution adopted by this convention remained in force 
throughout our revolutionary war. In 1777, the legislature 
of Virginia passed an act providing that all debts due by 
citizens of Virginia to British subjects might be paid into 
the treasury of the State, and that the receipt of the State 
should be a discharge of the debt. After the conclusion of 
peace, suit was brought by a British subject against citizens 
of Virginia on their bond given before 1777 to secure a debt. 
The defendants, citizens of Virginia, having in 1778 paid the 
amount of their debt into the treasury of the State, set up as 
their defense to the suit the act of 1777, and by its force 
claimed release from their indebtedness. The lower court 
decided the suit in favor of the defendants, and an appeal 
was taken to the Supreme Court of the United States. The 
case was decided in 1794, and the proceedings on appeal are 
reported under the title of Ware v. Hylton, 3 Dallas, 199. 
John Marshall, afterwards Chief Justice, was of counsel for 
the citizens of Virginia, and the case was presented to the 
court with great elaboration and ability. The court, as the 
report runs, “after great consideration, delivered their opin- 
ions, seriatim,”’ Mr. Justice Chase delivering the first and 
leading opinion. Mr. Marshall in his argument said—and it 
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appears to have been strictly true—“ [t has been conceded, 
that independent nations have, in general, the right of con- 
fiscation; and that Virginia, at the time of passing her law, 
was an independent nation." Judge Chase, in his opinion, 
said: “In June, 1776, the convention of Virginia formally 
declared, that Virginia was a free and independent State; 
and on the 4th of July, 1776, the United States, in Congress 
assembled, declared the thirteen United Colonies free and 
independent States; and that, as such, they had full power 
to levy war, conclude peace, etc. I consider this a declara- 
tion, not that the united colonies jointly, in a collective capacity, 
were independent States, etc., but that each of them was a sover- 
eign and independent State, that is, that each of them had a 
right to govern itself by its own authority and its own laws, 
without any control from any other power upon earth.’” 

The historical evidence now examined seems to warrant 
no other conclusion than that before 1789, and at the time of 
the adoption of the Federal Constitution, the several States 
were, in strictness of speech and of legal power and fact, 
sovereign and independent. Each of them answered fully, 
in a legal and political sense, to Professor Pomeroy’s own 
excellent definition of a nation,—“ an independent, separate, 
political society, with its own organization and government, 
possessing in itself inherent and absolute powers of legisla- 
tion.” 

Professor Pomeroy, at a later point in his work,’ attempts 
to support his thesis by a reference to the power of amend- 
ment of the Federal Constitution contained in Article V. of 
the amendments. He says: “The constitution in this 
article recognizes the fact that States may be brought under 
the sanction and obligation of an amendment, without their 
assent, and even with their decided opposition; and thus 
another is added to the many features of our organic law, 
which are utterly inconsistent with any assumed sovereignty 
in the separate commonwealths. For, granting the correct- 
ness of the theory that the several States were once political 
sovereignties, and that each surrendered a portion of its 
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inherent powers to the general government, such surrender 
would go no farther than the express provisions of the con- 
stitution ; as to all other matters not reached by that instru- 
ment, their sovereignty would remain intact. By this 
theory, then, it is entirely impossible that three-fourths of 
the States can compel the remaining one-fourth to give up a 
further portion of their attributes, contrary to their will.” 
Put in its briefest form, the argument appears to be, that 
inasmuch as the power of amendment makes it possible for 
three-fourths of the States acting in the prescribed way to 
take away any of the remaining powers of the States against 
their will, the States have nothing under the constitution, 
and never had, which can be called sovereignty. Elsewhere 
the author declares that a nation, or a political, sovereign 
community, has no capacity to surrender or “essentially 
limit” its sovereignty, and that consequently there was and 
could be no surrender by the States of any part of their sov- 
ereignty by the adoption of the constitution.’ The relief 
from this dilemma he finds in the denial of any sovereignty 
to be surrendered by the States. 

If the power of amendment, whereby three-fourths of the 
States may abridge or destroy the powers of the other one- 
fourth against their will and in spite of their opposition, be 
proof of the want of all sovereignty in the States, the argu- 
ment simply proves too much for those who use it; for the 
power of amendment might be used to abridge the rights 
and powers of the United States as well as of the States; 
and if a sovereignty thus held at the will of another is no 
sovereignty, then the United States is not sovereign,—the 
very result which Professor Pomeroy’s extraordinary argu- 
ments are meant to make impossible! 

Another historical fact seems to stand in the way of Pro- 
fessor Pomeroy’s theory. The Federal Constitution went 
into effect, according to its own prescription, on its ratifica- 
tion by the conventions of nine States, March 4, 1789. Ten 
States only had then ratified it. North Carolina did not rat- 
ify it till November, 1789, and Rhode Island not till May, 
1790. If, now, the States had no sovereignty before the 
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adoption of the constitution, March, 1789, and if the Confed- 
eration expired at that date, what was the political situa- 
tion of these two States after March 4, 1789, and before their 
ratification of the constitution? If they were not sovereign, 
separate, and independent States, what were they? They 
were not parts or dependencies of Great Britain; they were 
not members of the confederacy of 1777, for that had 
expired; they certainly were not members or parts of the 
new Federal Union. It is obvious they were separate, sov- 
ereign States,—as much so, practically and theoretically, as 
France or Spain. It is impossible, however, to regard the 
date of the assent of these two States to the constitution as 
distinguishing them in this respect, on legal or national 
grounds, from the States which assented earlier. The fact 
is only valuable for throwing into higher relief the absolute 
legal and political sovereignty of all the States at the time 
of their adoption of the constitution. 

The claim that “a sovereign State cannot bind itself by any 
treaty or compact by which its sovereignty is wholly or sub- 
stantially surrendered or lessened,” calls for but little notice. 
A close examination of the authorities cited to establish this 
position does not disclose any real support for it.’ Even 
the quotation made from Martens—“ For moral beings as 
well as for individuals, there can be no obligatory promise, 
when that promise is of suicide,”—does not state a proposi- 
tion which bears on the present question. It may be safely 
said that nowhere by any writer of authority has the posi- 
tion here asserted been laid down. That if the government 
or public authorities of a nation bargain away the national 
sovereignty, either in whole or in part, the people of the 
nation may refuse to ratify the bargain, may even revolt and 
forcibly resist the enforcement of the bargain, is not ques- 
tioned: but that a nation cannot through proper agencies— 
the government or the people, one or both—lay down its 
sovereignty, in part or in whole, temporarily or perpetually, 
cannot be maintained. 

Mr. Fiske’s “Civil Government in the United States,” 
has been referred to as affected by the doctrine which is 
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here discussed. In the “ Table of Contents” of this work it 
is asserted, in terms, that “ The several States were never at 
any. time sovereign States,” with a reference to a succeed- 
ing page of the text. Turning to that page, the following 
language is found: “There never was a time when any of 
the original States exercised singly the full powers of sov- 
ereignty. Not one of them was ever a small state like Den- 
mark or Portugal.” 

It is plain that the latter quotation does not support the 
former. In fact, it might be admitted that no State has ever 
exercised its full original sovereignty for any considerable 
or great length of time, and that in this sense the States of 
our Union do not resemble Denmark or Portugal; but that 
Rhode Island and North Carolina did hold and exercise 
sovereignty in 1789—the only sovereignty that then existed 
in those States—and that each and all of the original States 
might have done the same, if they had so chosen, is a plain 
historical fact. Whether or not Rhode Island and North 
Carolina in 1789 “exercised singly the fu// powers of sov- 
ereignty,” is not important here, so long as they possessed 
and could have exercised “ the full powers of sovereignty.” 
They did, in point of fact, exercise during this interval all 
the powers of sovereignty which their circumstances 
required or made desirable. Every civil and military func- 
tion, every power of government, every attribute of sov- 
ereignty, pertaining to society or government, in Rhode 
Island from March 4, 1789, to May 29, 1790, and in North 
Carolina from March 4, to November 21, 1789, was possessed 
and exercised by the. political communities called by the 
names of those States. This is sovereignty ; full, complete sov- 
ereignty ; as full and complete as that possessed and exer- 
cised by Denmark or Portugal. The brevity of the duration 
of this sovereignty cannot affect the fact of its existence nor 
the completeness of its enjoyment. 

Professor Pomeroy quotes in a foot-note’ from a letter of 
Chief Justice Chase in which he writes to the author: ‘‘ You 
have doubtless seen some traces of your own thinking in the 
late judgment of the Supreme Court in the case of ZJexas v. 
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White.’ It would seem that the author regarded this 
expression as supporting his own theory of no original sov- 
ereignty in the States. The decision of Zexras v. White, 
however, lends no support whatever to such a theory. It is 
rather in the respect here in question a masterly, rapid, and 
perfectly accurate sketch of the procession of events which 
led to the adoption of the constitution; in which it is truly 
said, but in direct contradiction of the theory of Professor 
Pomeroy, that, ‘‘ The union of the States was never a purely 
artificial and arbitrary relation. It began among the col- 
onies. It was confirmed and strengthened by the neces- 
sities of the war, and received definite form and character 
and sanction from the articles of confederation. By these 
the union was solemnly declared to be perpetual. ... But 
the perpetuity and indissolubility of the union by no means 
imply the loss of distinct and individual existence or of the 
right of self-government by the States. ... Not only, 
therefore, can there be no loss of separate and independent 
autonomy to the States, through their union under the 
constitution, but it may not unreasonably be said that the 
preservation of the States and the maintenance of their 
governments are as much within the design and care of 
the constitution as the preservation of the union and the 
maintenance of the national government. The constitution 
in all its provisions looks to an indestructible union com- 
posed of indestructible States.” With still greater emphasis, 
the Chief Justice in Lane County v. Oregon, said: “The 
people of the United States constitute one nation under one 
government, and this government, within the scope of the 
powers with which it is invested, is supreme. On the other 
hand, the people of each state compose a state having its 
own government and endowed with all the functions essential 
to separate and independent existence. The States disunited 
might continue to exist. Without the States in union there 
could be no such political body as the United States. Both 
the States and the United States existed before the Consti- 
tution.” These golden words and phrases set in its true 
light the character of the States as original political com- 
munities, ‘“‘ endowed with all the functions essential to sep- 
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arate and independent existence’’—an existence older than 
that of the United States, independent of the existence of 
the United States, and capable of surviving the destruction 
of the United States. 

Professor Pomeroy, as has been observed, regards his 
theory as essential to the forensic defence of the integrity 
and perpetuity of the Union. ‘“ The extreme opponents of 
nationality ” he says, “reason with irresistible logic from the 
premises assumed by them—the original sovereignty of the 
States.” If the question be one of historical fact, it must be 
settled, as our author himself remarks, “as any other matter 
of history.” The historical evidences seem to have settled 
the question; but it must not be conceded that any the 
least detriment or weakness to the defences of the Union 
can come from the conclusion here réached. Webster's, 
Marshall’s, Madison’s, Hamilton’s, Chase’s great defences of 
the Union--the finest exhibitions of forensic and judicial 
power and grasp which our country or modern times have 
witnessed—are all-sufficient now, as they have been till now. 
No theories which are not according to historical facts can 
give strength to any cause. The Union and the Constitu- 
tion rest upon impregnable foundations—foundations, foren- 
sically, nowhere else so powerfully asserted and built up as 
in Webster’s speeches in the Senate from 1830 to 1834; 
judicially, nowhere else so convincingly expounded and set- 
tled as in Marshall’s judgments from 1801 to 1835. Happy 
the nation, fortunate the people, who can point to such men 
and to such intellectual monuments, and say, “These are 
my defenders ; these are my defences!”’ 

It would have been easy to have made citations of opin- 
ions from all our most important legal text-writers, jurists 
and constitutional lawyers,—Mr. Webster once criticised 
this use of the word by asking, “ And what, Sir, is an wxcon- 
stitutional lawyer ?”—to establish the proposition of the 
absolute political and legal sovereignty of the States before 
the adoption of the Federal Constitution; but since the one 
eminent authority who has assailed it, has chosen to put his 
arguments on grounds of historical fact, it has seemed wise 
to offer this brief discussion of the question on the same 
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grounds. The great ability of Professor Pomeroy, the high 
value set upon his writings by all competent lawyers and 
scholars—writings marked by unusual keenness of analysis 
and clearness of method,—as well as the importance of the 
results involved in the question here considered, may well 
warrant the present article. 
DANIEL H. CHAMBERLAIN. 
New York. 
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THE SCOPE OF POLITICAL ECONOMY. 


T has been customary to treat the scope and method of 
political economy as parts of one investigation. In this 
way the method of the science has received the conscious 
attention, while its scope gets but a few passing remarks. 
The student fails to realize that the scope of a science is 
really as fundamental a problem as its method, and that the 
latter depends on the former for many important premises. 
Customs and habits of thought, inherited from the past, lead 
us to group particular discussions together, calling the arbi- 
trary line that separates them from other groups of problems 
the boundary of a science. With this limitary line once 
fixed by the arbitrary notions perhaps of some great man or 
group of men, succeeding writers accept the prescribed 
limits without question, thus keeping the content of the 
science within such narrow limits that both its method and 
the character of its doctrine are pre-determined. 

The boundary lines between the various social sciences 
have not been fixed by any systematic study of their rela- 
tions nor by any logical order of sequence. They have their 
place in history because of the practical interest which social 
reformers have had in them as means of securing progress, 
or at least as a means of maintaining the existing social order 
against retrogression or decay. Each succeeding social 
science has had the same aim—to give new sanctions to the 
progressive forces of society. Each science, however, has 
succeeded in conquering but a section of the general field of 
social science, and this section it holds against its newer 
rivals. Religion, morality, natural law, politics, and econom- 
ics have arisen to answer the one supreme question: What 
is the binding authority to which appeal can be made and 
for which men will have respect? For a time, the potent 
force that held men and nations in peaceful relations was 
religion. When its authority began to decline, an appeal 
was made to moral principles, in the hope that they would 
increase the respect for law, and thus advance the interests 
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of social progress. When this hope failed, resort was had to 
natural law, to politics, and finally to economics; and from 
each of these sciences laws and practical rules were secured 
that have helped to resist the forces that tended to dissolve 
society, and in many cases have been real causes of social 
progress. 

But these efforts have not been well codrdinated. On the 
contrary, each movement has been independent, and, fora 
time at least, has attempted to cover the whole field of social 
reform; while between each group of workers there has 
been usually a spirit of opposition, due to differences in the 
instincts and motives which have prompted them to action. 
Since the time of Malthus there has been an open war 
between the economists and the believers in moral and 
political reform, while the aims and plans of these moral 
and political reformers are usually at variance ; even religion 
and morality are too often in conflict, as is shown by the 
causes which lead to the death of Socrates and the silencing 
of Kant. Under these circumstances there could hardly 
fail to be a conflict as to the scope of each of the social 
sciences. Each science has seized all the ground it could, 
and has spent more energy in defending its title to what it 
has, and its claims to what it has not, than in utilizing the 
resources that lie within its own undisputed realm. 

The history of economic theory shows most clearly the 
effects of this conflict regarding the scope of the science. 
As it was the latest of the sciences to appear, it found its 
rivals well fortified in all the regions they cared to occupy. 
The phenomena of wealth had been neglected because of the 
antipathy that social reformers had to wealth getting, which 
they looked upon asa source of evil. Therefore, it was a sort 
of no man’s land, which fell to the possession of the econo- 
mists. It seemed to be a barren region not worthy of occu- 
pation, and yet, when developed through the genius of the 
Physiocrats and Adam Smith, it proved to be one of the 
richest fields of investigation, and, at the same time, a potent 
cause of social progress. 

The peculiarities of the present position of economics as a 
science did not become manifest until the beginning of this 
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century, when Malthus and Bentham began their work. Up 
to this time social reform had been a prominent part of 
political economy. Everywhere Adam Smith is filled with 
the spirit of progress, and it is plain that he hoped for this 
progress largely through an appeal to economic motives. 
The results of the French Revolution changed the party 
lines entirely. The reaction against its outrages created an 
intense conservative feeling in all social matters. It is well 
known that the essay of Malthus on the Prineiple of Popula- 
tion grew out of a discussion on the general question of the 
improvement of society. His first essay on the theory of 
rent was prompted by the desire to defend the income of the 
landlord class. The law of diminishing returns was also a 
result of the same controversy, and soon became a leading 
‘argument for those who doubted the possibility of an up- 
ward movement of all parts of society. And the theory of 
capital became a weapon in the hands of the conservatives. 
The proposition that industry is limited by capital was used 
to prevent the government from furnishing the means to aid 
new efforts for social progress, while the wage fund theory 
seemed to justify the refusal of the better classes to partici- 
pate in any endeavors to ameliorate the condition of the 
lower classes. In this way, the character of the doctrines to 
which the name economic was given became intensely con- 
servative. In fact,no better bulwark could have been de- 
vised to resist the claims of those who desired social reform. 

It would not be fair, however, to infer that the economists 
were unprogressive men. On the contrary, they were in 
many respects the most uncompromising radicals. The 
school of Bentham is practically the same as the school of 
Ricardo. The unity of the two schools is not merely in the 
persons who formed them, but also in the means and argu- 
ments used to support their doctrines. The ground work of 
the utilitarianism of Bentham and of the economics of 
Ricardo did not differ; the same calculus of pleasures and 
pains lay at the basis of their arguments. But the one be- 
came a powerful means of accomplishing certain reforms, for 
which the English people were ripe, while the other became - 
an even more powerful agent to resist the social reforms 
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coming from France, to which the instincts and inclinations 
of the English people were opposed. Thus the progressive 
political economy of Adam Smith became an obstacle to 
progress, while the problems of progress were separated 
from those of political economy, and became associated under 
the newer term of Utilitarianism. 

This artificial destruction, due to the practical condition of 
affairs in England during the Napoleonic wars, separated the 
static parts of economic doctrine from the progressive or 
dynamic. Theterm economic was thus artificially restricted 
to static economics, and dynamic economics became a part 
of ethics. Two sciences were made in a field where there 
should have been only one. The principle of the greatest 
happiness for the greater number is the same as the principle 
of utility in economics. They are both the expression of the 
same thought in two different classes of problems. Eco- 
nomics was confined to the production of goods—to the 
increase of material wealth. The greatest happiness prin- 
ciple was used by Bentham solely as a rule for the distribu- 
tion of utilities, or, to put it negatively, for preventing the 
decrease of utilities. No theory based on this principle was 
used to show how utilities could be increased. The maxim 
that each person counts for one, and no person for more than 
one, is clearly the most potent part of the greatest happiness 
principle, and this is clearly a principle of distribution. In 
legislation, Bentham assumed that the only function of gov- 
ernment was to prevent the waste or vicious destruction of 
utilities. Criminal laws should, therefore, be devices to pro- 
tect the public from a loss of their utilities with as small a 
diminution of the utilities of the criminal class as would be 
consistent with public welfare. 

There is another way in which the causes may be illustrated 
that separated the static from the dynamic problems of 
economics. Bentham and his school were much opposed to 
any argument that rested on an appeal to history, customs, 
or habits. They were, therefore, cut off from the usual argu- 
ments by which either conservative action was supported, or 
progressive action demanded. But, like all mortals, they 
were conservative in some directions, and radical in others. 
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They found a justification for their conservative ideas ina 
static concept of economics which dealt merely with the 
production of material wealth. By uniting social progress 
with ethics, they were able to strip ethics of the sanctions 
inherited from the past, and yet to create in the greatest 
happiness principle a strong motive force for social reform. 

This line of division, by which ethics became a theory of 
social progress, while economics was reduced to a theory of 
the production of material goods, was strengthened by the 
popular belief that the pursuit of wealth was the source of 
moral and political degeneration. Economists were not to 
be blamed for not seeing the economic causes of social prog- 
ress, at a time when money getting was supposed to be the 
root of all evil. They assumed, as did every one else, that the 
motive power of progress lay in other fields than economics 
—in ethics and religion. 

Before the economic causes of progress could be clearly 
seen, the concrete concept of material wealth, capable merely 
of an increase of quantity, must be displaced by the broader 
concept of utility, the units of which are not objective, but 
subjective. Economists were, however, not ready for this 
step. They readily assented—yes even demanded—that all 
problems of social reform should be handed over to ethics, so 
that economics could be made a positive science after the 
model of the physical sciences. Problems relating to what 
is, it was claimed with apparently many good reasons, should 
be separated from problems relating to what ought to be. 
Yet, if we admit that these reasons are good, it has the very 
detrimental effect of separating the static parts of economic 
theory from the dynamic, and in this way the former have 
had their development retarded, while the latter have been 
put under conditions where their scientific study is impossi- 
ble. For their study, it is true that another department, 
called ‘“ Social Philosophy,” has been devised—a science 
that supposes that problems of social progress are more 
closely allied to politics, ethics, law, and religion than they 
are to economics. But, as yet, no good work has been done 
in this field, because of the complicated nature of the pheno- 
mena, when studied in these relations. It is mainly used as 
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a logical devise to outwit opponents, by making it the dump- 
ing ground for economic problems which cannot be handled 
by economists, while the scope of their science has its pres- 
ent artificial limits. 

But ‘“ Social Philosophy ” has been of some use in bring- 
ing into closer relation to economic discussions the social 
problems that Bentham and his school regarded as problems 
of progress and not as problems of wealth—in other words, 
problems that were discussed in relation to the increase in 
the general welfare of the community rather than in relation 
to the increase of wealth. Mill, for example, did much to 
broaden the scope of economic discussion, by using in his 
“ Political Economy” certain principles taken from “Social 
Philosophy.” Yet, it seems to me that the title of his book 
is misleading, because of a wrong conception of the scope 
of the science. He calls the book: Principles of Political 
Economy with some of their Applications to Social Philosophy. 
The reader would infer from this title that he meant 
to apply economic principles to social philosophy. In 
reality, however, he doesa far different thing. He correlates 
the principles of political economy with certain principles 
taken from social philosophy. He thus introduces a much 
wider range of ideas and topics, but does not in reality as- 
sume a more practical tone, except in so far as matters of 
social progress are more practical than those of social statics. 
He comes nearer to the life of the people, but not more into 
the details of that life. 

I cannot see how Mill’s discussions relating to social 
philosophy differ from his economic discussions, except that 
in the first case he measures subjectively in units of utility 
what in the second case he measures objectively in units of 
wealth. He is undoubtedly right in assuming that practical 
measures should not be judged solely by their effects on the 
quantity of material wealth. But 1 do not see how he 
departs from purely economic considerations in rejecting 
this standard. His error is in limiting economic science to 
such a narrow field, thus creating the need of a science to 
treat of problems of social progress. This separation is due 
to the artificial conditions of the period of Bentham and 


t 
it 
4 
q 
¥ 
. 


270 Yale Review. [ Nov. 


Ricardo, and, by ignoring it, Mill helped to restore that unity 
which social problems had in the time of Adam Smith, before 
utilitarian and economic considerations became parts of 
independent sciences. 

The blending of Utilitarianism and economics into one 
science, however, cannot become complete, while wealth is 
measured solely in units of concrete material goods, and not 
in units of satisfaction. A subjective standard must displace 
the objective standard, which makes each unit of commodity 
of equal importance with others of the same commodity. In 
the production of wealth, this objective standard is prac- 
tically correct, since the producer thinks merely of the quan- 
tity he produces and of its value per unit. The law of 
indifference makes him regard the loss or gain of any par- 
ticular unit of equal importance with that of any other unit. 
It is only in the theory of the consumption of wealth that 
the relative importance of different units of the same com- 
modity becomes apparent. To the consumer, each additional 
increment of a commodity in its consumption yields a 
decreasing satisfaction, and upon this fact the law of mar- 
ginal utility is based. The sweeping effects of the percep- 
tion of this law upon economic theory is not, however, of so 
much interest in this connection as is the change that it has 
made in our concept of wealth and in the methods of its 
measurement. The distinction between material and non- 
material wealth has lost its importance. We join efforts 
directly with satisfactions, and think but little of the concrete 
forms in which our efforts are embodied. Services and 
goods alike are to the consumer means of securing satisfac- 
tion, having their value measured by this satisfaction and 
not by the power to accumulate or to appropriate them. 
The distinction between productive and unproductive wealth 
is of value to the producer, who desires to save for others to 
consume, but not to the real consumer. In this way, the 
concept of material wealth as a concrete material fund, upon 
which production depended, and through which prosperity 
was measured, was displaced, and henceforth wealth must 
be measured, not by its quantity alone but, like any other 
utility, by the units of satisfaction it affords. 
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The development cf the theory of consumption furnishes 
also the means for enlarging the scope of economics so as to 
include a theory of social progress. The first general law 
of consumption is that of marginal utility, resulting from the 
decreasing satisfaction that an increasing quantity of any 
commodity will give. The second law is that each con- 
sumer tends to distribute his consumption among the 
various articles at his disposal, so that the marginal utility 
of each article will be the same for all articles. From the 
action of this law we get the concept of a margin of con- 
sumption, which falls or rises as the supply of goods becomes 
more or less abundant. The third law is that the fall in the 
margin of consumption can be prevented by an increase in 
the variety of consumption. When more commodities are 
used, and less of a kind, the subjective value of the marginal 
increment of each commodity rises. Three increments of four 
kinds give more pleasure, and have a higher margin of con- 
sumption as a result, than do four increments of three kinds. 
The fourth law is that the margin of consumption is raised 
through harmonious consumption. There is a tendency to 
unite goods that are harmonious complements, from which 
the total utility is much greater than it would be if each 
part was consumed in isolation, or with other goods with 
which its consumption was less harmonious. 

It should be noticed that the first two laws are static. 
They produce no change in the man nor in society ; they 
contain no element of social progress. It is otherwise with 
results of the last two laws. They modify the conduct of 
each individual and thus influence society as a whole. The 
gradual increase in the variety of consumption, and the 
increase in the number and size of the complements in con- 
sumption, affect the very structure of society, continually 
creating new motives for social progress. The essence of 
social progress dies not in the increase of material wealth but in 
a rise of the margin of consumption.’ Endeavors to raise the 
margin of consumption also bring men into other relations 
to one another than do efforts to increase the quantity of 


1 See Patten, The Economic Causes of Moral Progress. Annals of the 
American Academy of Political and Social Science, Sept., 1892. 


4 
i 

4 

q 

\ 

; 

i 

f 

) 

§ 

: 


| 


272 Yale Review. [ Nov. 


wealth. The increase of wealth demands a merely negative 
attitude. Men must be at peace with one another. The 
laissez faire policy must be supreme. On the other hand, 
endeavors to raise the margin of consumption demand that 
the instincts, habits, and education of all the people should 
be the same. Social feelings arise which insist that every 
individual make his consumption conform to the best 
interests of society. If a person misuses his productive 
power, the evils fall mainly upon himself. But, where a con- 
sumer misuses his wealth in consumption, the evils fall 
primarily on society, and he suffers merely as a member of 
the society he has injured. An exclusive, unsocial form of 
consumption may add at times to the pleasure of the individ- 
ual consumer, but it takes much more from the surplus of 
society than he can gain by his unsocial action. Purely 
economic considerations create a standard of consumption, 
the violation of which on the part of the individuals lowers 
the margin of consumption, creating evils as great as those 
flowing from a reduction of saving or from a decline in 
intelligence and skill. Self-interest prompts men not only 
to create wealth, but to enter those social relations in which 
the marginal utility of this wealth will be the highest. All 
desires, therefore, are not equally legitimate, even when 
measured by an economic standard, and the principles of 
utilitarianism become incorporated in economics. If it is 
strictly economic to strive to increase the quantity of 
material wealth, it is also strictly economic to strive to pre- 
vent the fall in the margin of consumption through a greater 
variety or through larger complements of goods. Both 
actions have the same end—the increase of utility. The 
same motive that would cause a man to produce more goods 
would lead him to increase the variety and enlarge the size 
of the complements in consumption. If a man by self-inter- 
est alone would produce a new article from which he obtains 
six units of pleasure, self-interest will also prompt him toa 
second action, if the increasing of the variety of his con- 
sumption will also add six units to his pleasures. In both 
cases predictions can be made. The social changes result- 
ing from the cheapening of sugar, for example, are as certain 
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as are those which follow the practical use of electricity. 
The only difference seems to be that, in production, the 
results of such changes show themselves more quickly, 
because production is so often under the control of a few 
intelligent men, while changes in consumption involve 
action on the part of the great mass of the people. 

There is another effect of viewing wealth as units of satis- 
faction, instead of as units of commodity, that should be 
noticed. The utility ofan article may be of such a character 
that it cannot be measured. The first increments of many 
commodities are necessary to life, and their utility cannot 
be measured by the amount of pleasure which their con- 
sumption directly yields. Bread and water in a desert ora 
boat at sea are examples of such utilities. As soon, how- 
ever, as the supply increases beyond the point of absolute 
necessity, the utility of any additional increment is measured 
by the addition which it makes to the welfare of the con- 
sumer. The first class of utilities are absolute utilities. 
They cannot be replaced nor added together to make a 
whole. The second are positive utilities. They can be 
measured and are capable of addition. And it is only in 
them that social progress can be measured. 

It is necessary to assume the absolute utilities asa constant 
factor, when comparing two stages of civilization, and then to 
measure their merits by the difference in the sums of the 
positive utilities which are parts of each of the two stages. 
Thus if one stage gives A (absolute utilities) + 6 units + 4 
units + 10 units of positive pleasure, while another stage 
gives A +7 units + 3 units + 8 units + 5 units of pleas- 
ure, it is assumed that the second stage is better than the 
first. No direct comparison, however, of those two A’s is 
made. They must be assumed to be the same, if we are to 
reason about the relative merits of the two stages of civiliza- 
tion. 

The same limitation holds true of utilitarianism, both in 
the field of morals and in that of social reform. The sum of 
pleasures and pains which is measured is not the whole 
pleasure of living, but the additions to this whole pleasure 
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acts. Bentham does not recognize the difference between 
absolute and positive utilities. He ignores the former, or at 
least measures them only through their effects in increasing 
the sum of positive utilities. Thus, honesty as a virtue is an 
absolute utility, incapable of direct measurement. The in- 
direct effects of honesty, however, are positive utilities, for 
honesty leads to an increase of wealth, and this increase is 
capable of a positive measurement. In practical problems 
the older utilitarianism neglected these absolute utilities, 
and treated only of the gains and losses of utility which 
resulted from individual acts. The formula for reasoning 
about these acts is the same as the economic formula for 
measuring the results of social progress. We have an A or 
a series of A’s in each of the sums compared, and assuming 
these A’s to be the same in both terms of the comparison, 
the beneficial or detrimental effects of an act can be measured 
by the change in the sum of positive utilities. 

This similarity of the methods of reasoning in economic 
and utilitarian discussions proves in another way that the two 
supposed sciences are really one. They are,as has been Shown, 
in reality, the statics and dynamics of the same science, sepa- 
rated from one another by the peculiar condition of English 
thought in the early part of this century. When the basis 
of economics is broadened by making the unit of measurement 
subjective, and the basis of utilitarianism narrowed by sepa- 
rating it from ethics, the unity of the two, both inthe method 
they use, and in the field they occupy, becomes apparent. 
We may call our science what we will, but there is only one 
science for measuring the welfare of society and its progress 
through the gains or losses of those positive utilities which 
men create or destroy. 

The relation of absolute to positive utilities leads readily 
to the boundary line between economics and the other social 
sciences. Economics is the science of positive utilities—the 
realm where no other motives are recognized except those 
resulting from changes in the amount of our measurable 
pleasures and pains. If all our actions depended upon judg- 
ments reached by reasoning from premise to conclusion, 
there would be no social science but economics. There 
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would always be a summing up and comparison of the losses 
and gains resulting from each act, and the conduct of each 
individual would depend upon the outcome of this conscious 
calculation. Such a triumph of the reasoning faculty over 
human feeling has been looked upon by many as the goal of 
human progress. Bentham and hisschool assumed both the 
possibility and desirability of such a state of society, and 
believed that the gradual breaking down of customs and 
habits, in which their age took a prominent part, would lead 
to a readjustment of our habits of thought upon a purely 
rational basis. If this had proved true, all social science 
would be purely utilitarian—a mere calculus of pleasure 
and pain,—and at the same time economic, because all our 
measurable pleasures and pains are directly or indirectly due 
to economic causes. 

A better knowledge of psychology has caused a reaction 
against this ideal of the older utilitarians, and has led toa 
fuller recognition of the ultimate relation between our feel- 
ings and our reasoning faculty. This relation must be dis- 
cussed from a strictly economic standpoint. Those of our 
feelings which independently of a conscious calculus of 
pleasures and pains furnish strong motives to action, are 
directly associated with the absolute utilities of life. Ina 
mere calculating utilitarianism these utilities are likely to be 
neglected, or at best measured only by their indirect effects 
in positive utilities. A multitude of measurable present 
pleasures will appear greater than an absolute utility, the 
importance of which lies largely in the future. To remedy 
this defect in the reasoning process, inseparable associations 
arise between each absolute utility, and a strong feeling, 
through which an equilibrium is restored between the 
motives which induce men to acquire the absolute utilities, 
and those due to the calculus of pleasures and pains, which 
relates to positive utilities alone. Or, to describe the mental 
process more definitely, out of each absolute utility there 
grows up a corresponding ideal—a mental picture—of a 
social state where that which is so rare as to be an absolute 
utility becomes so bountiful as to bea free utility enjoyed 
by all. Just as poverty-stricken, overworked people think 
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of a haven of rest where the streets are paved with gold, so 
do those who appreciate any absolute utility think of condi- 
tions where this utility is so plentiful as to be free, forming 
from them an ideal of how these conditions can be realized. 

It is these ideals, and not the absolute utilities themselves, 
which form the motive power leading us to deviate from the 
reasoned results of a conscious calculation of pleasures and 
pains. Any fact associated with an absolute utility brings 
up an ideal and with the ideal comes a motive fof action. 
When strong, this feeling acts so quickly that a purely utili- 
tarian calculation cannot be made. In this way, a psycholog- 
ical safeguard for the absolute utilities is created, and the 
dominant present motives are made to correspond more 
closely to the welfare of the individual than would those 
arising from a contemplation of the positive utilities which 
would result from a given action. The scope of the reason- 
ing faculty is limited, but the adjustment of the individual to 
his whole environment is made more complete. 

The other social sciences are dependent upon economics 
for the causes to which their rise is due. They may be said 
to treat of the absolute utilities of lite and of the resulting 
ideals and motives for action. Particular economic condi- 
tions make certain utilities so rare that their utility becomes 
absolute, and then ideals, feelings, and motives are formed 
which are subjects of scientific investigation. Had not 
early economic conditions made justice and freedom so rare 
as to become ideals, we should have no science of law or of 
government, through which we endeavor to realize these 
ideals. We should only have certain rules of action and cer- 
tain codperative schemes, determined by the action of a 
calculating utilitarianism. 

The line between ethics and utilitarianism is determined 
by the point where the calculation of the positive utilities 
ends, and action is prompted by feelings and ideals due to 
the presence of certain utilities which are absolute. They 
cannot be properly valued in a calculation of positive utili- 
ties. A definite feeling is associated with each of the virtues, 
which is independent of the sum of positive utilities flowing 
from virtuous action. This feeling is, however, supported 
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by these positive utilities, and, in respect to origin, they may 
be said to be the cause. The feeling that honesty is a virtue 
is not the same in kind and quality with the feeling that 
‘‘Honesty is the best policy.”” The latter is merely a sum- 
ming up of the positive utilities which result from an honest 
policy. The strength of this feeling depends upon the sur- 
plus of pleasures which the honest policy will give above 
what can be secured by a dishonest policy. There is thus a 
sum of pleasures to be secured, but as this sum is not rec- 
ognized as apart of a higher complement of goods, its loss 
does not affect any of these higher complements out of 
which flow so many of the more permanent pleasures of life. 
The mental attitude of the consumer and the character of 
his feelings will fix the sum of these positive utilities, and 
determine how honest his policy shall be under each given 
set of circumstances. 

But when a consumer has made honesty an ideal, or, in 
strictly economic terms, a part of a higher complement of 
goods, the direct loss of positive utilities is a minor con- 
sequence, in comparison with the loss of utility in the higher 
complement of which honesty is a part. Every thought or 
action. forming part of the higher complement brings up the 
corresponding ideal, thus making the consumer conscious of 
the lack of harmony between his dishonest act and the ideal. 
The loss of positive utility is temporary. The loss due to 
an act out of harmony with an ideal is repeated whenever 
the ideal is recalled to mind in connection with any part of 
the complement of goods out of which it springs. The first 
loss might, therefore, be called in economic terms a fund of 
disutility, the second, a flow of disutility. 

It will be readily seen from this statement of the differences 
between economics and the other social sciences, that the 
boundary between it and them is not constant. The number 
of absolute utilities varies with the progress of the race, and 
depends upon its mental, social, and physical environment. 
The formation of each new complement makes the attainment 
of a group of goods a requisite to the best utilization of each 
member of the group. The greater the complement, the 
more nearly absolute does the demand for each member of 
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the complement become. The accompanying ideal becomes 
more manifest with each enlargement of the complement, 
and with it arises the psychologic motive, displacing the 
utilitarian calculation which determines the action in less 
important cases. As action becomes more vital, reasoning 
is displaced by feeling, which acts more promptly, and is less 
subject to deception. 

Even in fields usually regarded as strictly economic, there 
are many instances where feelings are so strong that they 
displace the utilitarian calculation, and thus make the treat- 
ment of certain problems analogous to the treatment of 
problems in the higher social sciences. Capital, for instance, 
is to many persons more than a possible means of increasing 
production, whose utility is to be measured by the definite 
additions it makes to the welfare of its possessor. It is also 
an ideal which is associated with all economic goods. Capi- 
tal thus becomes a requisite of production, a something 
without which life would be unendurable. Feelings, there- 
fore, arise with this ideal of capital as an absolute utility, 
which determine the action of capitalists in consumption 
more than the calculation of the positive utilities which 
result from the use of capital. The long conflicts with 
poverty which the unfortunate classes in society endure 
cause them to think of bread not as a given sum of positive 
utility, but as the staff of life, an absolute utility the loss of 
which means death. The demand for bread in a social 
revolution is not, therefore, a demand for positive utilities. 
The feeling that prompts this action comes from an ideal 
formed among the unfortunate as to what is the essence of 
life, and this ideal can be displaced only by changes in their 
social condition which will take from bread its position as 
an absolute utility. The right to work as an economic prin- 
ciple is due to an association of work with life. It is similar, 
in kind, to the association in the mind of the capitalist 
between capital and living. Work, as an absolute utility, 
creates in the mind of the workman an ideal of social justice 
which interferes with the decisions of a conscious reasoning 
self-interest. In all these cases, and in many more which 
might be mentioned, the formation of economic ideals creates 
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new feelings and new motives, which cause the actions of 
consumers to deviate widely from what the promptings of 
a purely utilitarian calculation of positive utilities demand. 

Mental action is determined by feeling or reasoning. 
When feelings are the sole guide, the action becomes 
mechanical, and ceases to be an object of conscious thought. 
Habits and customs are formed, therefore, which in time 
become instincts through modifications of the brain struc- 
ture. These peculiarities of brain structure delay the con- 
scious recognition of other motives, and thus permit the 
instinct to control the action. When a decision is reached 
by reasoning, no one motive is strong enough to drive the 
others from consciousness. The strength of these motives 
is measured not by a single shock, as when the action is 
instinctive, but by a series of additions to each motive. In- 
ducement after inducement is added, until there is a recogni- 
tion of the sum of pleasure which each action offers, and of 
the net surplus which some one action can furnish. The 
decision, therefore, depends upon a conscious analysis of the 
result of each act, and upon the measurement of its effects. 
When this is done, the action lies wholly in the field of 
utilitarianism, and the controlling force is self-interest. Psy- 
chology and utilitarianism cover between them the whole 
field of subjective science. The premises of the higher 
sciences must be either psychological or utilitarian. The 
peculiar phenomena of these sciences are not due to any 
new principles, but merely to the blending of the effects of 
purely psychical forces with those of the conscious measure- 
ments of the relative strength of commensurate desires. 
Politics, ethics, law, etc., depend as sciences upon the rela- 
tion of feelings and ideas, which have become psychological, 
to the conscious reasoning about positive utilities, which 
creates the field of pure utilitarianism. 

In one respect, these feelings with which the higher social 
sciences deal are a return to the standards of the anima! 
nature, because reasoning is displaced by feeling. Animals 
have a psychology which furnishes the motives for action. 
But they have no economics. They lack the power con- 
sciously to measure and compare positive utilities. Men, 
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however, have both psychical and utilitarian motives. The 
one determines the quick, regular, important decisions, and 
the other the less regular acts, or those where there is a con- 
scious endeavor to increase the adjustment between the 
individual and the environment. The one is static, and 
holds the ground once gained through the strong feelings 
which are created by regular action; the other is dynamic, 
breaking down old customs and habits, and readjusting them 
on amore rational basis. Reformers, therefore, always desire 
to break the crust formed by the static action of the feelings 
which lie at the basis of the higher social sciences. The cry 
of “ Back to nature” has never meant a real return to an 
animal state. It really means to get away from actions 
psychically determined, and back to conscious reasoning ; 
and this would mean a return to pure utilitarianism. The 
primitive state of man is not, as Hobbes supposed, a state of 
war, but a state of utilitarianism; that is, a freedom from all 
bonds but those created by the positive utilities which the 
individual can consciously measure and compare. 

The phenomena with which economics deals may in many 
respects be compared to that of geology. In the center 
there is a molten or semi-fluid mass, on the outside a crust 
binding it in. Now and then the molten mass breaks 
through this crust. The molten mass is governed by the 
laws of utilitarianism. The parts are so easily readjusted 
that their position and relation is determined by a few 
simple laws. The crust, however, is firm and static. It 
rests on the molten mass of utilitarianism, and is occasionally 
remodelled by its upheavals. The phenomena of this crust 
of habits, feelings, and customs, created by social intercourse, 
make a field for the higher social sciences. They limit the 
action of pure utilitarianism, but in turn are often remodelled 
by changes in the crust due to utilitarian forces. 

Reformers always appeal to utilitarianism, because they 
think that the crust, if remelted and allowed to reform under 
present influences, would take some shape more in harmony 
with the needs of the present time. If the old continent 
were sunk with all its imperfections due to past conditions, 
and a new continent created in a new location, with another 
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climate and other natural conditions, the simple play of 
natural forces would create a new world free from present 
evils. The action of pure utilitarianism upon a social world, 
made of new and pliant material, would create an ideal 
state. Reformers are thus utilitarians by instinct, and trust 
wholly to its battering rams to break down the walls which 
support present institutions and their attendant evils. They 
are willing to remove the crust of the feelings and habits 
due to the past action of social forces, and trust themselves 
upon the surface of the molten mass of the interior, with the 
reasoned results of a calculus of pleasures and pains as their 
only guide and support. 

When it is once recognized that utilitarianism is not ethics, 
but a part of economics, dealing with the problems of social 
progress, ethics is limited to a narrower but more clearly 
defined field, and new boundaries must be set between it and 
the enlarged science of economics. There is no appeal to 
ethics so long as strictly utilitarian grounds for action are 
presented. Any law must be enforced. The only question 
is, What is the motive which makes the conduct of men con- 
form to the law? It may be a reasoned calculation of pleas- 
ures and pains, and then the motive power is self-interest. 
But the consideration of this problem lies within the field of 
economics, even though the resulting action leads to social 
progress, and thus indirectly to moral improvement. We 
get into ethics, not by insisting on a ground for enforcement, 
but by insisting upon a particular ground—by appeals to 
those instinctive feelings we call a conscience and not to 
self-interest. 

The older economists did not discuss the obligation to fol- 
low self-interest, because they took it for granted. They 
assumed that each individual was fully aware of what self- 
interest demanded, and that he would be impelled to follow 
this self-interest, if other motives were absent. It is right, 
as Mill does, to think of mankind as being “impelled” toa 
given course of action, if they are occupied solely in acquir- 
ing and consuming wealth, but it is wrong to overlook the 
fact that the same motive that leads men to increase material 
wealth would also lead them to modify their consumption 
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so that the marginal utility of that wealth would be greater. 
The static man is impelled to increase his material wealth as 
the only means of increasing his welfare, while the dynamic 
consumer finds a readier means of increasing his welfare in 
raising the margin of his consumption by rearranging his 
goods in new complements. The impelling motive is the 
same in both cases, and, if economics treats of one class of 
problems, it treats also of the other. No degree of abstrac- 
tion can cut out the one class of problems, and leave the 
other the sole field of economic investigation. 

It is merely the force of habit and the result of peculiari- 
ties of language to talk of men as being “impelled” to in- 
crease wealth, while it is said they “ought” to aid social 
progress. The “ought” in the latter case implies the same 
motive power that “impels” men to action in the former. 
Custom, however, compels us to use two words to express 
the same idea. The increase of material wealth is associated 
with the supply of the coarser material wants. So we feel 
justified in saying men are impelled to eat, to drink, to wear 
clothing, and to seek shelter. Social progress means the 
supply of these absolute utilities, but in ways which will in- 
crease the positive utility of living. But the force which 
impels men to these finer forms of consumption does not 
seem as urgent as that which impels men to seek the abso- 
lute utilities of life. Our language shows this distinction 
plainly. We say that men are impelled to eat, but that they 
ought to wash the dishes; that they must drink, but they 
ought to use pure water; that they must have houses, but 
that they ought to make them pleasant and healthy ; and 
that they must have clothes, but that they ought to keep 
them clean. We use the word “must,” or say men are 
“impelled” to action, when the results of the action are so 
obvious that even the most ignorant and stupid cannot mis- 
take them. We use “ought,” however, in the more com- 
plicated cases where there is a liability to err,or where the 
psychical tendencies of men are so different that the action 
in each case depends upon individual peculiarities. The 
user of the word usually assumes that the person addressed 
hasa lower grade of intelligence, and, hence, in his conscious 
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calculations he is choosing a less instead of a greater pleasure. 
“If you had your best interests in mind,”—‘if you had cal- 
culated more correctly,’—or “if your conduct were more 
consistent, you would do this.” The “ought” in this sense 
is merely a contraction for a long conditioning clause, which 
appeals only to the conscious reasoning spirit in men. This 
failure to calculate rightly is a defect, not in morals, but in 
intelligence, and the remedy lies in an intellectual education, 
and not in a moral awakening. 

The mild or economic “ought” implies merely consist- 
ency. The strong “ought” of morals, however, implies obli- 
gation. It presentsa picture, an ideal, not a comparative scale 
of positive utilities. It has its force because strong feelings 
are aroused by the lack of conformity between the act in 
question and the ideal, and not because six units of utility are 
less than eight units. The mild “ought” has a force pro- 
portional to the net surplus of the act. The strong “ ought,” 
however, has the same force, whenever clearly perceived. 
It is a psychical reaction and not a conscious comparison. 
Its force depends upon the psychical causes bringing up the 
ideal, and not on the net results of a comparison with other 
possible acts. From this analysis of the meaning of word 
“ought ” it will be seen that the use of the word does not 
mark the boundary between economics and ethics. The 
strong “ought” alone appeals to motives within the true 
realm of ethics. The mild “ought,” however, indicates an 
appeal to the utilitarian calculus of pleasures and pains 
which lies at the basis of economic reasoning. Its strength 
depends upon the net surplus of positive utility which the 
action affords. The impelling motive is the same as that 
which leads to the production of material wealth. The only 
difference is that the one measures in subjective units what 
the other measures in objective units. The first, therefore, 
measures the dynamic forces of social progress, while the 
second measures the static forces of material progress. The 
relation of these two parts of economic theory may be 
illustrated by the following diagram. 
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Let the quantity of goods produced by a given society be 
measured by the line a 4, and the utility of each part by the 
distance between adand dc. The welfare of this society 
may be increased in two ways. The quantity of goods may 
be increased by producing 4 / more goods, or the utility of 
what has been produced may be increased by social progress, 
which will raise the margin of consumption from 4c to ée. 
In the one case, the increase of utility would be the area 4 f 
gc and, in the other, the areadec. The motive in each case 
would be of the same kind, and if the areas are equal, the 
strength of the motives would be the same. The word 
“ought,” however, is associated with endeavors to lengthen 
the line 4 c, while endeavors to lengthen a é are thought of in 
economic terms, and men are said to be “impelled’”’ to 
such actions. Self interest, the impelling motive, is supposed 
to act horizontally, and to increase the line a 4, while the 
“ought” acts vertically and lengthens the line 6c. An 
artificial distinction is made in language and in the popular 
thought for which there is no real basis, and the realm of 
economics is divided into two parts. 

It has been necessary to discuss the concrete circumstances 
which have shaped economics and utilitarianism, and kept 
them separate, in order to understand their historical rela- 
tions and present limitation. The field of the two sciences 
is the same. The points where the field was entered by 
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early investigators for the purpose of their investigations 
were different. Utilitarianism was abstract, and treated of 
pleasures and pains as purely subjective phenomena. Eco- 
nomics was concrete and treated of utilities as material wealth, 
conditioned by the laws of the objective world. The one 
took the abstract laws of mental action, and sought to deter- 
mine the conduct ef individuals in concrete cases. The 
other began with the concrete phenomena of industrial life, 
and sought in the objective environment the motives which 
shape the conduct of industrial communities. The first 
naturally became the hope of reformers, who believed that 
the static crust of social habits was the main obstacle to 
social progress. The second became the support of the 
conservative classes, who saw in the concrete conditions of 
the objective world an unsurmountable obstacle to distaste- 
ful reforms. What might be true in the abstract, could not, 
they claimed, be realized in the world as now constituted. 
It is, therefore, easy to see why utilitarianism should assume 
an ethical form and contain a theory of social progress, while 
economists, by emphasizing objective conditions, and over- 
looking all subjective motives other than the desire for 
material wealth, should make their science static, and formu- 
late its laws after the model of the physical sciences. 

But the generalization of the laws which control men in 
the pursuit of wealth could not but put the science of econom- 
ics in that abstract form from which utilitarianism started 
out, nor could the study of social reform keep away from the 
concrete conditions of the objective world which form the 
great obstacles to social reform. Thus,the one science by 
becoming concrete, and the other by becoming abstract, 
gradually lost the differences which in the beginning kept 
them apart, until now there is no reason why they should not 
be merged in one science and studied by the same method. 

Economics, in its most general form, is the science of utili- 
ties studied under the concrete relations that are manifest in 
the social world. No matter how abstract and subjective a 
group of pleasures may seem to be, some of its elements are 
so related to the concrete economic world that the utility of 
the group can be measured through the presence or absence 
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of the economic elements. In this way, the laws of positive 
utilities are discovered under concrete conditions and for- 
mulated as abstract principles. Such a group of purely 
abstract principles, however, would not be that concrete 
science to which the name political economy has been given. 
In the concrete sense, however, there is not one economy 
but many economies, each depending upon the addition of 
particular premises to the abstract principles furnished by 
the science of utilities. We have been so accustomed to 
take the particular economy of the English people as a 
standard, that it has been too often assumed that it gave us 
the nucleus of the abstract science. Without belittling the 
importance of this economy, it is at least possible to show 
that many other economies actually exist, and some of them 
may in the near future have a greater relative importance 
than the economy of the English people. The concrete 
premises which create particular economies may be physical 
or social, and may refer to static or dynamic statics of society. 
Free competition, private property, individualism, the ten- 
dency towards monopolies and State socialism are instances 
of social premises. Differences in soils, diminishing returns 
in agriculture, international trade are examples of physical 
premises. A third variety of economy is derived from a 
comparative study of different stages of civilization. We 
call these National economies, where it is assumed that the 
nation under consideration is ina particular stage of progress 
and that certain premises peculiar to it must be made the 
starting point of investigation. 

It is thus possible to have a great variety of concrete 
premises to temper the abstract science of utilities which 
lies at the basis of economic discussion. Some alloy from 
the objective world must be mingled with purely subjective 
phenomena of utilitarianism to make the latter concrete and 
definite. The air of reality is lost as the two elements are 
separated. The science of economies must, therefore, have a 
scope large enough to treat of all the various combinations 
of phenomena that the social world presents. The sub- 
jective and the objective, the static and the dynamic, are 
parts of one whole, which cannot be broken up into different 
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sciences without obscuring the great forces that manifest 
themselves in these different forms, and also creating false 
abstractions that will vitiate any reasoning depending upon 


them. 
S1mon N. PATTEN. 


University of Pennsylvania, Philadelphia. 
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THE FINANCIER OF THE CONFEDERATE 
STATES.’ 


HE finances of the North during the Civil War center 

about Salmon P. Chase, the Secretary of the United 
States Treasury during three years of that struggle. Dur- 
ing those years C. G. Memminger held a similar position 
under the Confederate government. In judging the success 
or failure of the financial policy of the Federal government, 
we fairly give much weight to the personal influence of Mr. 
Chase upon legislation in Washington. In studying the 
financial history of the Confederate States, we similarly turn 
particularly to Mr. Memminger and his efforts to raise the 
means with which to carry on the hopeless struggle with 
the North. 

Mr. Capers’ Life and Times of C. G. Memminger is ‘the 
first attempt at a financial history of the Confederate States. 
The author was attached to Mr. Memminger in an official 
capacity, and it is from such men we justly expect the 
information necessary to base a history and criticism of the 
Confederate finances upon. But much is left unsaid regard- 
ing the finances of the South, in which Mr. Memminger 
played such a prominent part, and to which he owes his 
place in American history. However, the reader gains an 
intimate knowledge of the personal character and honor- 
able career of Mr. Memminger, which throws some light on 
the unexplored field of Southern history, political and finan- 
cial, during the war. 

Like Mr. Chase, Mr. Memminger had no special recom- 
mendations which fitted him to be the financier of a nation, 
especially during the exacting times of a great war. 
Though of foreign birth, he lived in Charleston from his 
early childhood. A lawyer by profession, he played no 
unimportant part in South Carolina politics, being partic- 
ularly interested in the financial policy and banking laws of 


1 The Life and Times of C. G. Memminger. By Henry D. Capers, A. M., 
Richmond, Va., Everett Waddey Company, 1893, 8vo, 604 pp. 
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the State. As a member of several State Legislatures, and as 
chairman of the Ways and Means Committee, his influence 
in favor of sound banking and currency was considerable. 
After serving on the committee of the Montgomery Con- 
vention to frame a provisional constitution, he was nomi- 
nated Secretary of the Treasury by Mr. Davis immediately 
after the latter’s inauguration, which position he held till 
the summer of 1864. 

Large expenditures, which grew from day to day with 
the increasing dimensions of the war, and the absence of 
funds with which to meet them, called for prompt action on 
the part of the Confederate Congress. A revenue act was 
at once passed on February 28th, 1861, which authorized a 
loan of $15,000,000. Ten-year 8 per cent. bonds were to be 
issued; interest payment was secured by the imposition of 
an export duty on cotton of % of one cent per pound; the 
coupons of the bonds to be receivable in payment of this 
tax. These bonds were taken up at par, largely by the 
banks, the entire loan being floated by November, 1861. 
This first Confederate loan was by far the most successful 
of those made during the war; the provisions regarding the 
coupons and the payment of interest helped to keep their 
price in the market much higher than that of any later 
issue. 

In May, 1861, Mr. Memminger offered his budget to the 
Confederate Congress. He proposed a uniform tax of 12% 
per cent. on imported goods, of which, however, as subse- 
quent events proved, little could be expected, owing to 
the successful blockade of the Southern ports. A loan of 
$50,000,000 at 8 per cent. at home or abroad was suggested, 
but as this, together with the previous loan, would absorb 
the available loanable capital, he proposed the issue of 
$20,000,000 of treasury notes, redeemable in three years, in 
denominations of $5 and upward, the notes of large denom- 
inations to bear 8 per cent. interest. Moreover, a direct 
war tax of $15,000,000 was urged, to be apportioned among 
the several States, and to be assessed, levied and collected 
by the State tax machinery. 
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The Confederate Congress acted upon these suggestions, 
and on May 16th, 1861, enacted a law which provided for 
an issue of $50,000,000 of 8 per cent. bonds. In lieu of 
$20,000,000 of these bonds, the same amount of treasury 
notes was authorized, bearing no interest, but receivable 
in payment of debts or taxes due the government, except 
the cotton export duty, and they were made exchangeable for 
the bonds. The Secretary was also called upon to collect 
information regarding the feasibility of raising $10,000,000 
by means of the revenue systems of the individual States. 
This desired information was offered the Congress in July, 
1861, and upon it was based the act of August roth, 1861, 
the first Confederate tax law, which, however, did not bring 
in any revenue during the first year of the war. Beside the 
small amounts realized from customs duties and from the 
seizure of United States funds, the revenue of the Confed- 
erate States government during the first year of its exist- 
ence was almost exclusively derived from the issue of 
bonds and treasury notes. During the first nine months, 
out of a revenue of about $50,000,000, $18,000,000 were raised 
by issuing bonds, and $32,000,000 by issuing treasury notes; 
for the year ending February 17th, 1892, the figures were 
31 and 96 millions of dollars respectively. 

To return to the tax law of August, 1861: It was evident 
that the government could not continue indefinitely the pol- 
icy of borrowing, unless some stable revenue from taxes 
were established. The Confederate, like the Federal Con- 
stitution, required the apportionment of direct taxes among 
the States according to their representation in the Congress. 
The policy of depending upon the States for the levy and 
collection of the war tax was a fatal error. The act pro- 
vided for a large issue of notes, fundable in 8 per cent. 
bonds, the principal and interest of which were to be paid 
out of the proceeds of a general property tax of 5 pro mille. 
Taxable property included all real estate, slaves, merchan- 
dise, bank and other corporate stock, money at interest or 
invested in securities other than Confederate bonds, cash on 
hand, cattle and household goods. $500 worth of property 
was exempt in each family; also the property of educa- 
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tional, religious, and charitable institutions. Assessments 
were to be made on November tst, 1861, and collections on 
May ist, 1862. An important provision was added by 
which any State was allowed to assume its share of the tax 
by paying the amount less Io per cent. to the Confederate 
Treasury in treasury notes. The Secretary was also given 
discretionary power to extend the dates for assessment and 
collection, which he made full use of. Moreover, most of 
the States, as was expected, assumed their share of the tax, 
in most cases by issuing bonds or treasury notes, and paying 
over the proceeds to the government at Richmond, as was 
done in Alabama, Georgia, Mississippi, South Carolina, 
North Carolina, and Virginia. By August Ist, 1862, 
$10,000,000, or half the contemplated proceeds of the tax, 
had reached the government, and a year later the arrears 
still amounted to $2,000,000. 

The popular dislike of direct taxation could not be with- 
stood by the Congress, which, instead of making the tax 
laws more stringent, made their enforcement more lax by 
liberal extensions and exemptions in the case of certain dis- 
tricts. The State Legislatures, on their part, by assuming 
the tax and borrowing, merely added to the aggregate 
indebtedness of the country, instead of raising their quota 
by taxes. The States, instead of the Confederate States, 
became the borrowers. In his Report of March, 1862, Mr. 
Memmuinger again urged the necessity of adopting a strin- 
gent tax law. ‘ Enlarge the government's loans, by enlarg- 
ing the means of repaying them, in other words, increase 
taxes,’ was his advice. Such a stringent measure was pro- 
posed in the Confederate House of Representatives in Sep- 
tember, 1862, which, had it been adopted, would have raised 
a forced loan of 20 per cent. of all produce and profits from 
all sources except from investment in Confederate bonds 
However, a voluntary loan of produce, especially of cotton, 
in payment of bonds subscribed for, was provided for, 
which netted the government about $25,000,000 before Jan- 
uary, 1863. 

The lack of success with the war tax of 1861 strengthened 
the policy of borrowing instead of taxing. By the close of 
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1862, $410,000,000 in treasury notes were outstanding, of 
which more than two-thirds bore no interest. The pre- 
mium on gold had correspondingly risen to 125 per cent. 
Taxation was looked upon with disfavor previous to 1863. 
It was generally felt that the people were sacrificing 
enough, without being called on to bear the further burden 
of taxation. But during the first months of that year a 
remarkable change of feeling evidenced itself. In his 
Report of January 10, 1863, Mr. Memminger referred to the 
redundancy of the currency, and proposed to reduce it to 
$150,000,000 by funding the remainder in 8 per cent. bonds. 
A 1 per cent. tax on property and a ten per cent. tax on 
incomes would, he thought, net $60,000,000, an amount suf- 
ficient to pay the interest on all the outstanding bonds. 
This idea of heavy taxation, the proceeds of which were to 
secure the bonds in which the redundant currency could be 
funded, caught the popular fancy. The inflated currency 
was a tangible evil, which the people were anxious to 
remove, even at the cost of burdensome taxes. There arose 
a popular demand to be taxed, and a popular outcry against 
repudiating or compromising the Confederate debt. 

This movement culminated in the passage of the act of 
April 24th, 1863, a comprehensive tax law, which taxed the 
people independently of the State governments,—whether 
directly or indirectly, there was no Supreme Court to 
decide. The law levied a tax of 8 per cent. on all manufact- 
ured goods, and on all agricultural products not necessary 
for family consumption, and grown in any year previous to 
1863. A tax of I per cent. was levied on all moneys, bank- 
notes, and currency, on hand or on deposit. An elaborate 
system of license taxes was aimed at a large variety of 
wholesale and retail dealers. A tax of I per cent. was 
levied on all salaries above $1,000 and under $1,500, and 2 
per cent. on the excess. However, salaries in the army or 
navy were exempt. Furthermore, a progressive tax on 
incomes above $500 was included, the rate rising from § per 
cent. to 15 per cent. A tax in kind,-—especially favored by 
Mr. Memminger,—was levied on the staple agricultural 
products, and a tax of 1 per cent. on all cattle, horses and 
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mules not used in cultivation. The dates for assessing the 
taxes varied between July Ist, 1863, and January Ist, 1864. 
This was a heroic measure, and was made even more severe 
by various amendments passed on February 17th, 1864. It 
yielded during the year ending September, 1864, about 
$100,000,000,—perhaps $4,500,000 in specie at the time of 
collection,—or one-tenth of the revenue of that year. 

In the absence of any revenue worth speaking of from 
import and export duties, three years of the war elapsed 
before any considerable revenue was obtained from taxa- 
tion. It is hard to say what financial results would have 
been achieved, had the tax laws of 1863 and 1864 been 
passed and put into operation some years earlier. Without 
doubt, the credit of the Confederate States would have 
stood higher, and the necessity of flooding the country with 
an enormously depreciated currency would have been less. 
In each of his Reports to the Confederate Congress, Mr. 
Memminger urged the necessity of raising some revenue by 
taxation, as a basis for the government's credit. His answer 
to those who objected to direct taxes as unconstitutional, 
because they were not apportioned among the States 
according to representation, was that such constitutional 
limitation of Confederate taxing power was in suspense 
until an enumeration were made, when a basis for appor- 
tioning the tax would be given. His recommendations in 
regard to taxation were ignored, however, in every case, or 
were adopted in an amended form, by the Congress, whose 
action finally led to Mr. Memminger’s resignation ia July, 
1864, his place in the Treasury Department being taken by 
Mr. George A. Trenholm of South Carolina. 

It would have required a greater man than Mr. Mem- 
minger to force upon the Congress a taxing policy during 
the first years of the war, in the face of the popular dislike 
of heavy taxes. The people were sacrificing much in keep- 
ing up the struggle, the additional burden seemed to them 
unreasonable. A taxing policy would have lacked popular 
support, and might possibly have brought the war to a 
close some time before 1865,—as in fact a similar policy on 
the part of Mr. Chase would have done. 
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This feeling of opposition to heavy taxation was, as might 
be expected, particularly manifest in North Carolina, in 
which State loyalty to the Confederate government was weak, 
and where many thought membership in the Confederacy 
was of doubtful value. It was there we hear the loudest 
complaints against the general tax act of April, 1863, espe- 
cially against the tax in kind. At the many public meetings 
held in North Carolina during the summer of that year res- 
olutions were almost invariably adopted denouncing the 
‘‘monarchical, unjust and oppressive tax.” They called 
upon the government to furnish the people with a sound 
currency, instead of burdening the labor and industry of the 
agricultural classes with a tax on their produce. How the 
government was to avoid both taxing and borrowing was 
not discussed at these meetings. 

This dislike of taxes, at a time when taxes were doubly 
necessary, is well exemplified in the financial policy of the 
individual Southern States. In many of them the collection 
of State taxes was postponed, and in most of them their col- 
lection was lax. The revenue was largely derived from the 


issue of State bonds and State treasury notes, the latter gen- 


erally payable in Confederate treasury notes, and hence of 
little value. The paper money craze affected the State leg- 
islatures as early and as strongly as the Confederate gov- 
ernment. Virginia commenced with an issue of $1,000,000 
of interest-bearing notes in large denominations during the 
first month of the war, and was immediately followed by the 
city of Richmond, which issued a smaller amount in denom- 
inations of 25 cents and upward. Large issues soon fol- 
lowed, especially in Virginia, North Carolina, Arkansas, 
Mississippi, Florida, Alabama, and Georgia; and by the 
end of 1863 the outstanding State notes of Virginia alone 
amounted to $5,000,000, of which $4,700,000 bore no interest. 
Corporations and individuals were not slow to follow suit, 
and, within two years of the beginning of the war, there was 
afloat as currency, beside the treasury notes of the Confed- 
erate States and of the individual States, a heterogeneous 
mass of banknotes, and notes of railroads,—especially in 
Georgia and Mississippi,—of manulacturing and other cor- 
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porations, of counties, towns, cities and villages, and of 
individuals. 

Under these circumstances, no government, least of all 
the government at Richmond, could have withstood the 
pressure of this paper money craze. On the one hand, Mr. 
Memminger found the Congress unwilling to assume the 
responsibility of levying heavy taxes; and on the other 
hand, he found the government’s creditors unwilling to 
receive bonds in payment of supplies, and the people unwil- 
ling to invest in them. Treasury notes were preferred to 
bonds, the holders being lured by the hope of successful 
speculation in gold, or in commodities, the price of which 
had of course risen enormously, or in Federal greenbacks,— 
of which there was a plentiful supply in the South during 
the war. There were repeated outcries against this form of 
speculation, to which the high prices and scarcity of specie 
were ascribed,—a curious reversal of cause and effect. 
However, the Confederate Congress did not follow the 
example of the Federal Congress in passing the famous gold- 
bill of June, 1864, and never prohibited speculation in gold, 
though severe measures were enacted to suppress the trade 
in Federal greenbacks, the circulation of which in the South, 
one Congressman thought, had done more harm to the Con- 
federate States than the Federal armies, by spreading dis- 
affection. 

In attempting to improve the standing of the Confederate 
bonds, Mr. Memminger suggested a measure in his Report 
of January, 1863, which had been in part already adopted by 
some of the State legislatures. His plan was to induce the 
States to guarantee the payment of their share of the Con- 
federate bonds, proportionate to their representation in the 
Congress. The Virginia legislature had been the first to 
propose such a measure. Alabama and Florida had followed 
suit. The South Carolina legislature had even authorized 
its Governor by an act of December 18, 1862, to guarantee 
the State’s share of the Confederate debt; a few months 
later, the amount of bonds thus to be endorsed was put at 
$34,500,000. Mississippi took similar action about the same 
time. Mr. Memminger’s plan was discussed in the Congress 


}. 
| 
ry 
t 
‘ 
i 


| 


296 Yale Review. [ Nov. 


in February, 1863. He hoped it would enable him to reduce 
the rate of interest on Confederate bonds from 8 to 6 per 
cent.; “the saving of interest will be so great as to enable 
the government, in due time, to extinguish the whole prin- 
cipal of its debt.” Unfortunately for Mr. Memminger’s rep- 
utation as a financier, there is too much of this kind of 


‘ reasoning in his official reports. 


Senator Phelan of Mississippi introduced a bill which 
authorized each State to issue bonds in proportion to its rep- 
resentation in the House of Representatives, to be exchanged 
fora like amount of Confederate bonds, which latter were to 
be only sold for Confederate treasury notes. This measure 
was, however, tabled, after being adversely reported on by 
the Committee on Finance. The Secretary’s recommenda- 
tions were never acted on. In fact, it is hard to see what 
could have been gained by the State’s guaranteeing the 
Confederate debt. The States’ credit would have been 
utterly useless in bolstering up the Confederate bonds. It 
would have been a case of the blind leading the blind, and 
quite in keeping with the financial policy of the Continental 
Congress during the Revolutionary War. 

This attempt at credit tinkering suggests the kindred 
method employed to sustain the credit of the Confederate 
treasury notes by making them fundable in bonds. Each 
successive issue of notes was made exchangeable at par for 8 
per cent. bonds. It was hoped that this provision would, by 
inducing the holders of notes to fund them in bonds, prevent 
the redundancy of the currency, in the face of the fact that 
the government was obliged to issue three times as many 
notes as bonds during the first year of its existence,—96, as 
compared with 31 millions of dollars ;—the same proportion 
holds good for the period February 18, 1862, to September 
30, 1863,—921, as compared with 281 millions. On August 
Ist, 1862, 42 millions in bonds, and 238 millions in notes were 
outstanding; by the end of 1862, 89 millions in bonds, and 
477 millions in notes; nine months later, 292 millions in 
bonds, and 7or millions in notes. It soon became evident,— 
in the words of the North Carolina Standard,—that “if the 
notes are not sufficiently good to obtain the confidence of 
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the people, so as to prevent their Continued depreciation, the 
bonds, issued by the same government that issued the notes, 
will not be regarded as much better than the notes.” 
Notes and bonds had to stand or fall together,—the interest 
on the bonds was paid in notes;—no real inducement was 
offered to the holders of treasury notes to exchange them for 
bonds, and this was not done to any great extent, as long as 
such exchange was purely voluntary. 

But with the increasing redundancy of the currency, the 
Congress felt constrained to add an element of compulsion 
to the hitherto voluntary funding. On October 13th, 1862, 
the first of a series of acts was passed which successively 
tampered with the terms of the contract under which the 
treasury notes were issued. The first measure of the kind 
was, however, mild as compared with the later “scaling 
acts” that hardly redound to the credit of Mr. Memminger 
or of the Confederate Congress. By the act of October, 
1862, treasury notes issued after December Ist, 1862, were 
made fundable only in 7 per cent. instead of 8 per cent. 
bonds. Notes issued before that date were fundable in 8 per 
cent. bonds for six months, but thereafter only in bonds 
bearing the lower rate. 

Apparently, this measure met with considerable success, 
and large blocks of notes were exchanged for bonds. ‘Com- 
pulsory funding,” became the popular panacea for the cur- 
rency evils, and numerous schemes having this in view were 
proposed, some of which were adopted by the Congress. 
Mr. Memminger was much influenced by this idea, and 
embodied in his report of January, 1863, a plan, — more 
sweeping than the one put into practice the previous fall,— 
by which the outstanding treasury notes might be reduced 
two-thirds by the extension of compulsory funding. It was 
his idea to set a time after which notes could no longer be 
funded, and would cease to be currency, though still receiv- 
able by the government in payment of taxes and dues. The 
small amount of notes which would remain- unfunded, Mr. 
Memminger thought, could fairly be absorbed by atax. He 
went on to say that “ hitherto the policy of the government 
has sought to absorb the circulation by inducements alone. 
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Bonds at a high rate of interest have been offered, but the 
inducement has been abated by the depreciation of the cur- 
rency in which the interest is paid. It is proposed now to 
supply the deficiency by a small portion of constraint.” 
The objection that the proposed measure would be an 
infringement of a contract Mr. Memminger met with the 
counter-statement that the Congress had already infringed 
a contract by the act of the previous session. Every note- 
holder, he held, was bound to know that such a measure was 
within the control of the law-making power, and was likely 
to be adopted. Moreover, the modification of the contract 
would be substantially for the benefit of all parties, by 
reducing the volume of the currency. Other objections 
he met in a similar way. 

The Confederate Congress adopted the Secretary’s rec- 
ommendations, and passed an act in March, 1863, by which 
all treasury notes, not bearing interest, issued before Decem- 
ber Ist, 1862, ceased to be fundable in bonds after August 
Ist, 1863; those issued after December Ist, 1862, were fund- 
able only in 4 per cent. 30-year bonds after August Ist, 1863. 
How sincere the Confederate Congress was in the desire to 
reduce the volume of the currency, may be seen in the fur- 
ther provision of the act under which $50,000,000 of additional 
notes were authorized. The act was not well received by 
the public. It had no appreciable effect on the redundancy 
of the currency, and prices continued to rise. Gold, which 
at the time of the passage of the act was quoted in treasury 
notes at I to 4, was quoted at I to 20 by the end of the year. 

Notwithstanding the poor success of the measure, the pub- 
lic clamored for an extension of the principle it represented. 
Voluntary funding of treasury notes could no longer be 
relied on to stem the rising tide of the currency. Forced 
funding was loudly demanded, as well as a “scaling” of the 
outstanding notes. During the winter, 1863-4, the Confed- 
erate Congress was at work on a bill, which, after protracted 
wrangling between the two houses in secret session, was 
passed and became a law on February 17th, 1864. This 
famous “act to reduce the currency and to authorize a new 
issue of notes and bonds,” provided that all treasury notes 
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above the denomination of $5 and not bearing interest 
should be fundable only in 4 per cent. 20-year bonds up to 
April 1st, 1864 (July 1st, 1864, west of the Mississippi River) ; 
thereafter they were to be taxed 33% per cent., and be fund- 
able at 66% of their face value. After January Ist, 1865, 
they were tobe no longer fundable, and were to be taxed 
100 per cent. Notes of the denomination of $100 formed a 
class by themselves, and were practically taxed out of exist- 
ence at once. A new issue of notes was authorized, payable 
two years after the ratification of peace; the new notes were 
made exchangeable for the old notes at the ratio of 2 to 3. 

This act did not greatly reduce the outstanding currency, 
nor did it “mark an epoch in the monetary department of 
modern polity,” as one newspaper claimed it would. In- 
stead of increasing confidence in the government, by at least 
recognizing, and not repudiating its debt, it impaired that 
popular confidence. The ‘ingenious adjustment ” of the 
debt, as the Richmond Examiner called it, ruined the credit 
of the Confederate States. It may have reduced the cur- 
rency by 150 to 200 millions of dollars for the time being, but 
it was repudiation pure and simple, and the standing of the 
notes could not be improved, if the holders feared a repeti- 
tion of the measure, notwithstanding the pledge of the gov- 
ernment not to increase the amount of notes outstanding, 
contained in the act. In the face of the contraction of the 
currency, so much dreaded by the newspapers, prices not 
only did not fall correspondingly, but persistently rose. 
Gold steadily rose from 1 to 20 in notes (January, 1864,) to 
above 1 to 30 (December, 1864). Flour sold for $110-115 
per barrel in January, and for $275 in December, 1864; corn- 
meal for $14 and $75 per bushel. 

The currency legislation of the Confederate States reminds 
one forcibly of the similar policy of the Colonial legislatures ; 
the act of February, 1864, was a repetition of the colonial 
systems of bills of credit, ‘‘new tenor,” exchangeable at a 
fixed ratio for the depreciated notes, “old tenor.” This 
scaling of the debt was not the only case of reversion in the 
history of the Confederate States to the earlier, Colonial, 
ways. The Southerners returned to those earlier days in 
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their laws fixing prices; in their other expedients to lower 
prices, and improve the standing of their treasury notes; in 
their taxes in kind, their produce loans, and their system of 
barter in general; but particularly in their dislike of heavy 
taxation. To the credit of the Confederates, however, it 
should be said that in one particular they did not follow the 
example of their Colonial ancestors. They never passed a 
legal tender act. Mr. Memminger’s position in opposing 
any such law on grounds of expediency was much to his 
credit, and compares favorably with the position Mr. Chase 
took in the matter. 

The currency act of February 17th, 1864, marksa turning- 
point in the financial history of the Confederate States. 
Its provisions were made somewhat more stringent by later 
acts, which attempted to tax the old notes out of existence, 
for these continued to circulate, notwithstanding their dis- 
credited condition, and in some cases exchanged at par with 
the new notes. 

In July, 1864, Mr. Memminger retired in favor of Mr. 
Trenholm, who apparently did not bring about any change 
in the fiscal policy of the Confederate government. It had 
long been doomed financially. 

The act of February 17th, 1864, wrecked the finances ot 
the Confederate States just as the similar act of March 18th, 
1780, wrecked the finances of the Continental Congress. In 
fact, whatever the financial policy of the Confederate States 
during their struggle for independence was, it was merely a 
repetition of the measures of the Continental Congress to 
carry on the Revolutionary War and avoida bankruptcy. In 
both these memorable struggles, the revenue from indirect 
taxes, export and import duties, which almost disappeared, 
was replaced by an indiscriminate appeal to borrowing. 
Taxes in general were highly unpopular, and, when appor- 
tioned among the several States, were unsuccessful. By the 
issue of paper money, the people were avowedly spared the 
burden of taxation, which, under the circumstances, they 
might have been unwilling to add to their other burdens in 
carrying ona great war. The confiscation of the enemy's 
property characterized the legislation of both periods. In 
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both, stringent but fruitless efforts were made to prevent the 
enormous rise in prices due to the redundancy of the cur- 
rency and to the lack of confidence in the government. 
Laws fixing prices were passed ; speculators in specie and in 
commodities were severely dealt with; other laws were 
passed to prevent the refusal of notes; still other laws were 
aimed at the treasonable trade with the enemy. In both 
periods, there was a return to earlier forms of exchange, to 
barter and to taxes and loans in kind. Finally, both the 
Continental and the Confederate Congress impaired their 
obligations by scaling their currency, though the Confeder- 
ate Congress never went so far as to make its notes a legal 
tender in payment of all debts. 

The alliance with France, in particular, the arrival of 
French specie, saved the United States from utter financial 
ruin. No wonder, then, that the recognition by France or 
England was so strenuously sought after by the South. 
Had it been effected, who knows whether the result of the 
Civil War would have been quite the same. In patriotic 
support of their cause, the South was far ahead of the men 
of the Revolutionary period. With the moral and financial 
recognition of the Confederate States by some of the Euro- 
pean powers, their credit might have been sustained suff- 
ciently to moderate the overwhelming defeat they suffered. 


J. C. SCHWAB. 
Yale University. 
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THE GENESIS OF CAPITAL. 


HERE is a famous remark about Ricardo to the effect 

that he “shunted the car of economic progress on to 
the wrong line.” I cite the remark as a tribute to Ricardo’s 
personal power, and desire to pay a similar tribute to an 
eminent Austrian. The turning of science completely out 
of its course is, at present, impossible; and yet, the brilliant 
studies of Professor v. Bbhm-Bawerk have given an oblique 
trend to much of current thought. Using the figure that 
was employed in Ricardo’s case, we may say that the Aus- 
trian economist has placed one truck of the scientific car on 
a newly constructed side track. It is, indeed, a track from 
which it is possible to return the car to the main line, by a 
certain detour; and the diverging route itself traverses a 
fruitful region. Economic theory owes a vast general debt 
to the author of Capital and Jnterest; but it will solve the 
specific problem of interest, as I venture to claim, after it 
has returned to the route that he has abandoned. 

Interest is an agio due to time, and not an economic prod- 
uct. There isa premium on articles for present consumption 
as compared with those for future use. If we can have a 
thing now, it is worth more, according to our present valu- 
ation, than it would be worth if we must wait forit. Present 
goods are valued more highly than future goods of like kind 
and quantity. Here isa driving horse and a pleasure car- 
riage; if you can have them at once, you estimate the per- 
sonal good to be gotten from them at a certain figure. If 
you must wait for them, the figure that expresses their pres- 
ent value shrinks. If the interval of delay is a year, and if 
the shrinkage is five per cent., that is the normal rate of 
interest. The essential fact in the case is that you are com- 
paring a service now to be rendered by an article, and a 
service to be rendered later by an exactly similar article. It 
is the horse and carriage of 1893 that are compared with a 


horse and carriage of 1894. 
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It is certainly not the recognition of time as an element in 
the problem of interest that I would criticise. Phenomena 
of the present are certainly compared by everyone with 
those of the future. I shall try to indicate certain striking 
ways in which the prospective lapse of time lessens the cap- 
italist’s present estimate of the gains to be secured by sav- 
ing. The part played by time as affecting subjective valua- 
tions needs a complete study. The question now raised con- 
cerns the manner in which, in the Austrian theory, time is 
made toact. It puts a discount on particular concrete goods, 
when the consumption of them is to be deferred; while in fact, 
particular concrete goods are not, in actual life, subjected to 
this comparison. It is not the driving horse of 1893 that is 
compared with one of 1894, when the typical capitalist fore- 
goes such a luxury, and adds two or three hundred dollars 
to his invested fund. The assumption that identical concrete 
goods of the present and of the future are so compared is 
the wedge-like end of the switching rail that takes the wheel 
of the scientific car from the rail on which it belongs; and 
the deflection soon increases. 

The program that the capitalist would carry out, if this 
assumption were valid, is the following ;—from the income of 
a period now closed he defrays the more necessary expenses 
of that period, and finds, say, two hundred dollars remaining 
in his hands. He may use this as he likes, and concludes 
that if he spends it now, he will buy the driving horse of 
the illustration. He further decides that he will actually 
spend it at a future time,—say at the end of a year,—and for 
that identical thing. The prospective horse is to-day worth 
a hundred and ninety dollars; and the rate of interest is five 
per cent. 

The assumption differs from the fact in the following par- 

(1) True capitalization is permanent, and not transient. 
It does not consist in saving wealth to-day, with the inten- 
tion of spending the principal so accumulated at any future 
period. It consists in saving with the intention of never 
spending the acquired principal at all. If I now forego a 
luxury and add the price of it to my estate, | do it with no 
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design of afterwards diminishing my estate, and, by this 
means, securing the luxury. I lay the amount permanently 
aside, and forego, once for all, the pleasure I could have had 
from consuming it. 

If | am a typical capitalist, the dollars that, year by year, 
add themselves to my accumulating fund, by the foregoing 
of possible luxuries, will never buy those luxuries. If any 
dollars buy them, they must come from another source. 

We shall more clearly see that this is evident on a prima 
facte study of social capital and interest. The problem that 
the economist tries to solve is that of interest on a perpet- 
ual social fund of productive wealth. It is evident that 
there is in society a fund of capital that never disappears, 
and that always draws interest. The economist has set for 
him the problem of accounting for the fact of this interest 
and the rate of it; while the moralist has upon his shoulders 
the burden of justifying or condemning it. If this fund con- 
tinues forever, the existence of it means a perpetual renunci- - 
ation of the benefit that the spending of it would have 
secured. The very conditions of the problem of interest 
compel us to regard the creating of capital as something 
besides a mere deferring of expenditure. 

Moreover, if a man adds to this perpetual fund, he does it 
by a definitive renunciation of a certain expenditure on his 
own part; and this is what a typical capitalist does. He 
adds something to an estate that he means to keep intact 
and to transmit, with all its accumulations, to his heirs or 
successors. 

(2) There is, however, in society a class of transient 
accumulators, who are only quasi-capitalists. They save 
sums now, intending to spend them later. These men, if 
any, are in a position to compare present goods, with future 
goods of like kind and quantity. They know, in a general 
way, what they forego by saving a hundred dollars from 
their income in 1893; and they can, if they so desire, buy 
essentially the same things, when they spend the amount in 
1894, or, more probably, at a much later date. Do they 
expect to take this course? Do even these men compare 
the particular goods that they forbear to purchase now 
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with identically the same list of goods to be purchased at a 
future time? 

These men are saving “for a rainy day.” They are pro- 
viding for a time when they will be in especial need of their 
accumulations. Before them is a remote period of age and 
infirmity ; and there are intervening times of helplessness or 
enforced idleness. When regular incomes fail, savings must 
be drawn upon. In accumulating their funds,the men look 
forward to these necessitous periods. Do they expect, then, 
to procure exactly the things that they now go without in 
order to acquire their temporary capital? Dothey mentally 
compare the benefit to be derived from present goods with 
that to be had from future goods of like kind and quantity ? 
What they go without to-day is something that they rate as 
a luxury; and what they will buy later is some of the neces- 
saries of life. It is because they see before them times when, 
in the absence of a savings bank account, the necessaries of 
life will be lacking, that they accumulate their transient 
capital at all. The marked unlikeness between that which 
they forego to-day, and that which they expect to purchase 
later, affords the motive for their action. They do, indeed, 
compare a sum of wealth existing to-day, with a like sum to 
be used later. The key to their mode of estimating the two 
sums is the fact that at the two dates they represent quite 
different goods. 

There are, then, two classes of abstainers. The true capi- 
talist never intends to spend his principal at all. He has no 
motive for comparing present goods with future goods in al} 
respects similar. It is only by contemplating the prospect 
of at some time spending a sum identical with the one that 
he now lays aside that he could bring present goods and a 
like list of future goods into view. If he expects to spend 
in each year only the earnings of his fund, he cannot, at any 
one time, procure what he might have had at the outset, by 
spending the fund itself. If we arbitrarily add the interest 
or earnings of the fund for twenty years, and say that this 
total equals the fund itself, we cannot suppose that, as spent 
from year to year, they will procure the things that at first 


were to have been bought, if the principal had not been saved. 
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The quasi-capitalist will spend his savings; but his reason 
for doing it is the fact that he will need to buy with them 
things much more necessary than is anything that he could 
buy with them to-day. Into no mind, therefore, does there 
naturally enter a comparison between present goods and 
future goods in kind and quantity similar. If there are cases 
in which abstinence deprives a man of certain things now, 
and the reversing of the process gives him the same things 
later, they must be so fortuitous and so rare that they can- 
not figure in a theory of interest. In such a theory the 
question how a man may compare goods in the present with 
the same goods to be used in the future, is nearly irrelevant, 
Yet the manner in which men compare certain phenomena 
in the present, with certain other phenomena anticipated in 
the future, is one fundamental fact of which a study of inter- 
est must take account. 

The basing of interest on a comparison that is not actually 
made in life, is, perhaps, traceable to a definition. The 
acute author of the theory that we are criticising has deter- 
mined at the outset to treat capital and capital goods, or 
concrete instruments of production, as, for scientific pur- 
poses, identical. ‘Capital is always “mediate goods,” or 
those that, in the series of phenomena by which goods for 
direct consumption are created, stand between labor and 
such goods. For the common and practical conception of 
capital as a permanent fund, or amount of wealth expressible 
in money,—though not actually embodied in money,—there 
is substituted the conception of concrete goods, distinguish- 
able from others by reason of the place that they occupy in 
the order of industrial phenomena. 

In one view this is a welcome advance, as compared with 
the wavering course pursued by older economists, who 
have used two different conceptions of capital interchange- 
ably, and have continually passed from one to the other, in 
seeming unconsciousness, in the same argument. This 
course has entailed confusion in the writings of each one 
who has adopted it, and it has caused needless controversies 
between different writers. The mass of wage fund literature, 
with which economic science is encumbered, is the largest 
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single result of the confusion of capital and capital 4 
goods. 4 
La The exclusion of one of these subjects from the discussion | 


entails difficulties of a different kind. There is in existence 
a permanent fund of productive wealth, expressible in money, 
but not embodied in money; and it is this that business men 
designate by the term capital. It needs to be recognized 
and studied by economists. é 
This permanent fund always consists in goods. It is not : 
an abstraction; and it is not a force independently of matter. 
It has substance. If at any instant we could collect in one : 
place all the material forms of wealth that do not directly bt 
minister to consumers’ wants, we should have the fund, for 
the moment, before our eyes in substantial embodiment. It 
would not do to keep it there. If we were to do this, the 
capital would be destroyed. Goods remaining in a great 
aggregation could not be capital; but goods perpetually 
coming and going may be so. Preventing this movement 
would be like stopping that destruction and renewal of 
tissue that goes on in the human body. It would destroy 
life. Tissues held zx situ do not constitute a living human 
body; and a list of concrete goods that for any length of 
time retain their identity, does not constitute capital. This 
fact of continuous change in the goods that constitute the 
productive fund of society makes it impossible to treat the 
goods ‘and the fund as, for scientific purposes, identical. > 
There is a long list of assertions that are true of capital 
goods, and that directly contradict the truth, if they are made 
concerning true capital, or a permanent productive fund. ~ 
A business man knows that his capital does not really con- \ 
sist in money ; and, yet, he persistently uses the monetary ™ 
form of expression in speaking of it. He will say, perhaps, mm 
that his capital is ‘‘a hundred thousand dollars.” ‘ | ¥ 
Amid the continual coming and departing of the concrete 
goods that, in his business, he uses, a hundred thousand dol- 
lars’ worth of wealth remains permanently his. In his mind, 
) as in any mind, this fact is well expressed by saying that that 
: sum remains in his possession, though it shifts continually " 
its forms of embodiment. The “dollars” are always his, 


| 


308 Yale Review. [ Nov. 


though they change the forms in which they are “ invested.” 
Interest is the fraction of itself that the permanent sum 
annually earns. 

The raw materials in a work-shop are, in time, finished, 
sold and used up by customers. Tools and machines are 
worn out and replaced. True capital abides, because the 
things that at any one instant constitute it do not abide. © 
Stop the selling of goods and the wearing out of tools, and you 
waste true capital. Lock up the mill and the full warehouse, 
and you ruin the owner. It is clear that, in scientific study, 
we cannot confine our attention to capital goods, and we cer- 
tainly cannot treat them as equivalent to true capital for 
purposes of analysis. 

A water-fall consists in particles of water. Can one say 
the same things of the fall that he does of the water? The 
water moves; the fall stays where it is. The water appears 
in globules condensed in the atmosphere, and it ultimately 
merges itself in the sea. The fall does not appear nor dis- 
appear. Capital goods are, like particles of water, vanishing 
elements. True capital is like the fall; it is an abiding ele- 
ment, owing its continuance to the constant wasting and 
replenishing of its substance. 

Goods have periods of production. Capital has no periods, 
but acts incessantly. If you make divisions in its life, you 
must do it arbitrarily, by using solar days or years. You 
can fix a time when an instrument originates in the crudest 
of raw material, and a time at which it wears itself com- 
pletely out. The interval between these dates you may 
term its period of production; but what limited period will 
you find for the action of true capital? It acts from the 
beginning of civilized life to the end of all life. 

The genesis of capital goods is unlike that of capital. The 
former process consists in the making of things. It is the 
fruit of industry, and goes on in every field and in every 
shop. In the mills of Lynn and Brockton men work, 
machines run, and shoes, which for the time are capital 
goods, are created. It does not follow that capital, as a 
permanent fund, is in this way necessarily created. In times 
like the present it is well if capital is not impaired. Nothing 
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generates capital that does not add to the permanent fund of |» 
invested wealth. 

The genesis of capital takes place by a process for which 
the good old term abstinence is, as I venture to maintain, 
the best designation. It is not waiting, as the modern form 
of expression calls it. That introduces at once the idea of a 
definite period, and also the idea of postponing something 
now, and getting the same thing later. Under that form of 
expression we are supposed to put a particular good away 
from us now, and to get it, in its integrity, at a certain later 
date. The fact is that, in creating capital, we put the per- 
sonal good away from us forever. In so far as there is an 
‘‘economic merit” in the case, capable of figuring in ethical 
problems, this is it. The act is abstaining in a completer 
sense than that which even the older economists attached to 
the term; for it is putting a distinguishable personal good 
out of one’s life forever. The result is not merely that 
goods are created, as in all industry; it is that an addition 
to the social fund of perpetual capital is brought into exist- 
ence. A thing is generated that normally will never. 
perish.’ 

Not only is it true that capital has no periods; its function 
is to annihilate periods. This is the antithesis of the state- 
ment made by Professor Jevons. He spoke of capital as 
interposing periods between labor and its fruits. That is 
what capital goods do. True capital in effect annihilates 
these intervals created by capital goods. It causes the fruit 
of industry to be gained instantly on the performing of the 
industrial act. Because of the conditions attaching to the 
use of leather and machinery, the man who now begins to 
make a pair of shoes must wait for a time before he can 
have that particular pair on his feet. Because there are in 
existence shoes in all stages of completion, he can have a 
pair at once; and the pair that he gets is the virtual fruit of 
his own industry. Because of the permanent fund of social 


' This is not saying that no capital ever perishes in fact. Untoward accidents 
occur. We here speak of what is, in the strict sense, normal ; and the perishing 
of capital is not so. 
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capital, society gets its shoes and other things as it works,— 
day by day. To-day we work, and to-day we eat; and the - 
eating is the effect of the working. The simultaneity of the | 
two is the result of the existence of a fund of true capital.” 
It is this that annihilates time intervals. 

Somewhere in Alabama a man is lighting a fire that will 
smelt ore and make steel. The steel will become rails, over 
which trains will ultimately run to a world’s exposition. 
We may look at the lumps of ore now being thrown into the 
furnace, and locate in time, as best we can, the completion 
of the process of which these lumps are to be the instru- 
ments. The time that ore requires for what is called ripen- 
ing we may term its period of production. We have claimed 
that the existence of a fund of true capital annihilates this 
period; and the hydraulic illustration already used will 
show how this is done. 

Drops of water that flow into a reservoir have periods of 
mechanical production. It takes time for them to ripen into 
the motion of wheels; but the water power as such has no 
such periods. The water that at this moment is flowing 
from the inlet into the upper end of the reservoir may con- 
sume a fortnight in reaching the turbine wheel; but if a full 
reservoir be presupposed, the inflow causes motion at once. 
The water now entering the pond causes an immediate over- 
flow at the lower end, and that moves the wheel. 


A” 
A’ 
A 


Let A’”’ represent an article for consumption, while A” 
A’ and A represent the materials, raw and partly wrought, 
of which it is made. The creating of A, the rawest material, 
is the effect of labor aided by capital, and both the laborers 
and the capitalists in the group that makes this article must 
have the finished article, A’”’, for use. Must they wait for 
it? Clearly not. The fact to be recognized is the existence 
of the fund of true capital. That means that the supply of 
materials in different stages of advancement must be kept in 
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unimpaired quantity. A, A’ A” and A’” must be as plenti- 
ful at all times as they are now. If we accept this perpetu- 
ation of the fund as a condition of the problem, it follows 
that work bestowed at any point along the line of ripening 
products produces its virtual effect at once in a product 
fully ripened. The making of A causes, as it were, an over- 
flow at the other end of the line. It causes a supply of A’’”’ 
to emerge from the shops and pass to the men whose action 
causes the overflow. The making of A enables the A of yes- 
terday to become A’, the A’ of yesterday to become A”, the 
A” of yesterday to become A’”, and the A’” of yesterday to 
move on into the possession of consumers. As the finished 
article emerges from the shops, it, under normal conditions, 
divides itself impartially among the men all along the line. 
A worker in the lowest group will not get to-day a finished 
product made of the particular material on which he is now 
working ; but he will get a product due to his present work, 
though made of other material. He will, moreover, get a 
commodity made from the general stock of capital goods on 
which he and others, in an organized way, are working. 
He is to be thought of as applying his efforts to the moving 
series of capital goods in its entirety. As applied to capital, 
in the true sense of that term, work produces immediate fruit © 
and gets it. The moving series of goods constitutes, by 
virtue of its moving, the fund of true capital; and this fund 
synchronizes all industry and its fruition, from the crude dig- 
ging of materials from the earth to the putting of the finishing 
touch on a delicate product. For abundant reasons it is the 
whole fund of capital, rather than particular articles that 
transiently are component parts of it, that must be consid- 
ered primarily, if capitalistic production is understood. 
The payment of wages and interest wastes the tissue of cap- 
ital. The waste takes place all at one end of the moving 
series of goods of which capital is composed. Work all 
along the line plus the moving of the goods from point to 
point has the effect of restoring the waste at exactly the point 
at which wt occurs. The ultimate effect of it all is that finished 
goods are taken from the warehouses for consumption ; 
similar goods are at once put into the warehouses, and the 
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stock of unfinished goods continues throughout exactly as it 
was at the beginning.’ 

We can now see two opposite ways in which capital goods 
and capital respectively are “mediate,” or in a position 
between labor and some result. Capital goods stand in time 
between labor and the ripening of the particular bit of mate- 
rial on which that labor is bestowed. Capital stands in a 
causal way between labor and its true and immediate fruit. 
It is the reason why work now bestowed on A causes A’” to 
immediately emerge from the shops. 

We have in sight the motive for abstinence. It creates 
something that aids in the production of usable articles from 
the moment when it takes its place in a complete and prop- 
erly coérdinated series of capital goods. The good that 
might have been had, if the principal had not been saved, is 
definitely abandoned; that which is obtained begins at once 
and ends never. It begins to come immediately in the form 
of a share of the never ending series of usable products that 
emerge from the work-shops. The capital goods that are 
set working to produce this result are not permanent. They 
pass away and are replaced. The sum of wealth, or true 
capital, that is set working in order to produce the result is, 
in the absence of untoward accidents, perpetual, and yields 
perpetual fruits. 

In the case of the capital, therefore, there is no ripening 
time to which the owner looks forward. Particular goods 
ripen; but the time when even this takes place is a matter 
of indifference to the capitalist, provided that ripe goods, 
made of any unfinished material whatever, come to him at 
once, as his capital does its work. The capital itself will 
never ripen. To save is to become the owner of wealth 
that will be forever embodied in goods unfit to do any 
direct good to any one. The things that embody the prin- 
cipal that is saved are, as it were, in a state of perpetual 


' In a dynamic condition of society industries are often started that are 
wholly new. In these cases some time is required before any goods are ready 
for consumption, and during this interval owners must wait for their expected 
products. After the series of goods in various stages of advancement has once 
been established, the normal action of capital is revealed. Thenceforward 
there is no waiting. 
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immaturity. They help to create mature things, and secure 
to the owner a share in the never-ending output of them. 
Drawing interest is getting each day a small amount of ripe , 
goods in consequence of owning a perpetually shifting list of ' 
unripe ones. It is getting daily a little of A’”’ in conse- 
quence of forever owning a larger amount of A’, A and the 
like. 

This does not prove that a study of capital goods and 
their periods of production is not, for certain purposes, legiti- 
mate. It seems to prove that, when a fund of permanent 
capital is once embodied in a codérdinated series of such 
goods, the owner does not have to look forward through an 
interval of waiting to a time when he can begin to enjoy the 
products created by the use of them. It proves also that 
the laborer has no such waiting before him. For both of 
these men ripened products emerge, as the mills run, day by 
day. Industry and its fruition are simultaneous. 

A few propositions are worth noting. 

(1). The saving of the capital involves a definitive annihila- 
tion of a personal good, the amount of which can be, in a 
rude way, calculated. How intensely do I want a hundred 
dollars for immediate consumption? I think of the comforts 
that | would buy with this sum and answer the question. 

The getting of interest involves the securing an endless 
series of smaller benefits, the amount of which can be calcu- 
lated only in aruder way. The benefits are normally to con- 
tinue beyond the life of the original capitalist and those of 
children and remoter descendants. They are subject to 
grave uncertainties, which are prominent elements in the 
calculation. If the capital is never lost, the fruit of it will be 
culled mainly by successors so remote that their future exist- 
ence is scarcely a conscious present factor in a man’s 
motives. A series of benefits extending into an unseen 
region of uncertainties constitutes the gain that offsets the 
annihilation of present benefit. While the mere amount of 
the wealth that is now abstained from is definite, the amount 
accruing in the form of interest is indefinite. 

(2) The personal good that might now be had by the con- 
sumption of a given principal is more or less definite. I 
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know about how much good I might get by spending my 
hundred dollars. The personal good that the perpetually 
accruing interest will secure, even supposing that the amount 
of it were certainly known, is very indeterminate. I do not 
know how much good five dollars a year will do to me; and 
still less do | know how much that sum will signify in pro- 
moting the welfare of remote heirs. 

(3). Finally, good that is to accrue to myself is a motive 
that is, in a way, calculable; but good that is to accrue to 
others than myself is to me a motive that is real, but far less 
calculable. The strength of the resolution to abstain from 
present enjoyments in order to create a permanent fund 
depends primarily on a man’s altruism. How many genera- 
tions of descendants will he consider? How powerfully will 
benefits accruing to them appeal to him asa motive for 
present action? These are the questions to be answered. 
The resolution to practice abstinence depends, secondly, on 
a man’s reason. A perfectly reasonable being would make 
no difference between a present good and a future one 
merely because of the intervening time. Uncertainties 
count. The chance that capital may be lost is to be consid- 
ered. With men whose altruism is imperfect, the fact that 
the benefits resulting from saving accrue mainly to others 
tells against the process. With men whose reason is imper- 
fect, the mere lapse of time isa consideration. Very far from 
a simple comparison of the benefits to be derived by a man 
himself from present goods with those to be derived from 
similar future goods is the calculation that a capitalist has 
to make. He does not even compare a sum in the present 
with a like sum in the future; neither does he compare a 
benefit coming to himself with another benefit coming 
wholly to himself. He does not even compare any two 
subjective benefits both of which can be definitely measured. 
The gains that are expected accrue at intervals, through an 
endless period, to an unknown series of persons, and in 
amounts that cannot be determined. The things that are 
eternal are literally unseen. Only the small and vanishing 
beginnings of them fall within the capitalist’s visual limit. 
It is the power of the indefinite over the definite, of the 
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unseen over the seen, that furnishes the motive of that prog- 
ress that depends on the accumulation of capital. The in- 
creasing power of the things unseen indicates the growing 
power of reason and of altruism. 

At any one time reason and altruism work till they reach 
their limit, and accumulation then stops. It is wrong to say 
that at the point of cessation, the personal cost of creating 
capital equals the personal gains accruing to the owner in 
consequence of it. Two opposing motives for action are at 
that point in equilibrium. One is the definite personal sacri- 
fice involved in abstinence. The other is an endless series 
of gains incapable of exact measurement and extending 
through unknown generations. Not simple is the action of 
time in the calculations of the capitalist. That on which 
the effect of time is observable is not so much gains as 
motives. 


J. B. CLARK. 
Amherst College, Mass. 
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An Introduction to English Economic History and Theory. By W. J. 
Ashley, M.A. Part II. The Endof the Middle Ages. London 
and New York, G. P. Putnam’s Sons, 1893.—xii, 501 pp. 

The study of economic history, of which Professor Ashley is so 
prominent an exponent, is destined to have a marked influence 
in enlarging the field of legitimate historical study, and in alter- 
ing our conceptions of what history is and what are the laws 
which govern historical development. Theories regarding the 
philosophy of history have been formulated too much from the 
standpoint of the single man influence. Constitutional and 
economic history are showing the existence of deeper and more 
hidden forces, and are laying bare regularly developed series of 
causes and consequences, which, if not definable as laws in the 
sense of the exact sciences, are close approximations thereto. 
The truth of a philosophy of history seems to become stronger, 
as this side of our subject undergoes investigation, and a due 
prominence is given to sociological factors. 

But it is not as a contribution to the philosophy of history that 
we welcome the second volume of Professor Ashley’s work. It 
is asa study, carefully and scientifically conducted, of the life and 
activity of the people, in their environment of town, gild, open 
field, or enclosure. In general plan and method of treatment, 
there is very little departure from the scheme followed in the 
previous volume published in 1888. The new volume is, however, 
larger, the subjects treated more numerous, and the evidence of 
first hand investigation more frequent. Professor Ashley has 
shown himself familiar with the most important and available 
printed materials, and has utilized them with ingenuity and care. 
The task of writing the economic history of England is by no 
means an easy one. The treatment must of necessity be wanting 
in continuity of thought; the number of questions left unanswered 
must of necessity be large; the answers to many others must be 
little else than tentative; further investigation will call for 
restatement in subsequent editions, some problems will remain 
permanently unsolved, because of the paucity of the material. 
In taking the initiative, in cutting the first path through a tangled 
wilderness where others have cleared only in spots, Professor 
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Ashley has associated his name closely with economic history 
and theory. We may not follow in every particular his argu- 
ment, nor agree with all his conclusions, we may be displeased 
with the attitude assumed toward many knotty problems which 
no one has yet solved, and we may wish that he had been less 
dogmatic and self-assertive where others have expressed them- 
selves more cautiously, nevertheless he has borne the brunt of 
the first attack and has made the task of those who are to follow 
lighter. 

Of the six chapters before us, the first on the supremacy of the 
towns, the second on the craft gilds, the fifth on the relief of the 
poor, and the last on the Canonist doctrine, are the most satisfac- 
tory. Again Professor Ashley lays down the principle which he 
emphasized in the preface to his first volume, that whatever sup- 
plies a need in the economic education of society has its histori- 
cal justification. We presume that he would not limit the appli- 
cation of the principle to the economic field only, in which case 
we might find it difficult to avoid the epicurean conclusion that 
whatever is is right. Yet the proposition is simple and axiomatic 
enough. In the self-centred character of the town life, in the 
rigid control exercised over the markets, in the sense of solidarity 
expressed in the common undertakings and common property 
and the elementary and often clumsy methods employed, whereby 
all possible benefits might accrue to the town itself, we see the 
phenomena of a stage in economic history when communication 
was difficult, individualism little developed, centralized author- 
ity outside of the town of doubtful efficiency, and the burden of 
control thrown upon the shoulders of the municipal government. 
Town activity was as great as to-day, but that with which the 
town busied itself, rendered apparently complex by minuteness 
of treatment, was often elementary in character and limited in 
scope. Professor Ashley’s chapter is exceedingly interesting, and 
opens up many questions to the students of the early history of 
our own towns, which passed through not dissimilar stages. In 
this chapter we may notice a tendency to lay undue stress 
upon the aristocratic and legal side, and an inclination to gen- 
eralize upon insufficient data. It is not impertinent to ask if we 
may not find some logical connection between these two tenden- 
cies? Is the first a consequent of the second? 

In his treatment of the craft gilds Professor Ashley has done 
his best work, and it may be said that there is no better chapter 
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written on the subject, remembering, of course, that Dr. Gross’s 
book makes no pretence to be complete for so late a date. The 
method of treatment is rather dynamic than static, though the 
reader often wishes that more care had been taken to give dates 
as definitely as possible for those important economic changes to 
which even conjectural dates can be given; it would have pre- 
vented a not infrequent vagueness. Yet the main idea is clear, 
which is to represent the craft gilds as the chief factors in a period 
of industry, between agriculture on the one side, which was 
dominant until the fourteenth century, and trade on the other, 
which, with the growth of navigation, international communica- 
tion and colonization, became increasingly important in the six- 
teenth and seventeenth centuries. The chapter discusses the 
origin, functions, Organization, and development of the craft 
gild ; its relation to the merchant gild; the extent and duration 
of apprentice service, the nature of liveries, and the conflicts 
between masters and journeymen. Professor Ashley has shown 
good judgment in leaving the chapter on Foreign Trade for the 
next volume, as the one before us is sufficiently bulky, and the 
subject could hardly have received adequate treatment, when we 
consider the conditions under which he wrote. 

The chapter on the woolen industry and that on the agrarian 
revolution have already appeared in print, and while the first has 
received considerable addition, the latter, one of the most impor- 
tant chapters in the book, seems to me wholly inadequate. Pro- 
fessor Ashley acknowledges its incompleteness in the preface, but 
his explanation might have been accepted with better grace, if he 
had been willing to recognize the present unsatisfactory state of 
the problem, and to moderate the positive tone with which he 
states his conclusions. The articles, when originally printed in 
the “Annals of the American Academy,” and the “ Economic 
Review,” were confessedly incomplete, and were not considered 
to be more than tentative statements of opinion. Yet here they 
are printed almost verbatim. As then stated, the support for the 
main argument is meagre, and the evidence is too scattered, con- 
sisting as it does of isolated and occasional cases and the testi- 
mony of the text-books. Of the former, the interpretation is by 
no means certain, as the author has confessed in note 38 to this 
chapter. Until there be a thorough and analytical investigation 
into the court rolls and bailiffs’ accounts of a score or more of 
mediaeval manors, and the material is not wanting, it will be 
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impossible to dogmatize regarding the security or insecurity of 
villein tenure. Professor Ashley’s argument is a clever weaving 
together of a limited amount of scattered evidence. Such a 
method will not, however, carry conviction. Guesses are 
guesses, not statements of fact, and they cannot now be called by 
any other name, even though some of them prove eventually true. 
The fact that commutation was not always at the desire of the 
lord, who preferred his villein to hold at work rather than at 
money rent, and the fact that tenancies were held at less than 
their estimated value in the bailiffs books, would show a practical 
security of tenure, whatever the law books may have said to the 
contrary. The not infrequent desertion of tenancies, in and after 
the fourteenth century, compelled the lords to find new tenants at 
a money rent instead of in works as they desired. This, which is 
made clear by the continued reckoning of the value of the tenancy 
in works long after the money rent had become a practical fixture, 
seems to have been based on the hope of a return of the deserter, 
or of a renewal of the holding intermsof work. This also would 
tend to make secure the villein’s position. The argument depend- 
ing on the opinion of Brian, C. J., hardly needs refutation. Its 
weakness is evident when we know how wholly uncertain it is 
that the judges were Yorkists, and how improbable it was that 
the judgments rendered would have a political coloring in face 
of the permanent and independent position of the judges. There 
is too much inclination in Professor Ashley’s discussion to stand 
by the letter of the law-writers and Acts of Parliament, and to 
neglect the examination of the manorial records themselves. The 
map giving the probable extent of the enclosures at the close of 
this chapter will be a useful starting point for a more complete 
and accurate treatment of the same subject. 

The last chapter on the doctrine of the Canonists is a clear and 
well constructed compilation of the facts gathered and opinions 
expressed by German writers upon the subject, and is interesting 
from the ethical as well as the historical point of view. Its value 
lies in the fact that it isa presentation for the first time in English 
of a form of economic doctrine incident to the Middle Ages, and 
applicable rather to the Continent than to England. Professor 
Ashley has given no conclusive evidence to show that it ever did 
have an influence in England, and until we have more precise 
information, we must accept Bishop Stubbs’ statement that the 
canon law never was received in England as authoritative. 
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In justice to Professor Ashley it may be said that the character 
of the subject is in part responsible for the lack of continuity in 
the presentation of his material, but it does seem as if the arrange- 
ment might have been more methodical, and more attention have 
been paid to historical sequence and chronology. The style is 
hard and compact, due to the compression of so much into so 
short compass. This together with the absence of logical order 
in the distribution of the various questions examined within the 
chapters, together with the tendency to take too much knowledge 
for grantea on the part of the reader, will make it a hard book 
for students. But such possible defect must be judged by experi- 
ence rather than by the casual impression left upon the mind 
of the reviewer. 

It is unnecessary to say that this volume, as was the first, is an 
exceedingly useful addition to the literature of economic history, 
and it is to be sincerely hoped that, with the completion of this 
work as already planned, nothing will prevent the appearance at 
some future date of an enlarged and more complete edition. 


CuHaRLes M. ANDREWS. 


The City-State of the Greeks and Romans. A survey introductory 
to the study of ancient history. By W. Warde Fowler, M.A. 
London and New York, Macmillan & Co., 1893.—12mo, xviii 


+ 332 PP- 

This will be found a most interesting and stimulating volume, 
not only by those who are just beginning the serious study of 
ancient history, for whom it was primarily intended, but by any- 
one who concerns himself at all with the development of political 
institutions and with the relation between such institutions and 
other phases of civilization. The book is the expansion of a 
series of lectures delivered for several successive years at Oxford ; 
but one is nowhere reminded unpleasantly of this origin. It 
aims to “construct in outline a biography, as it were, of that 
form of State in which both Greeks and Romans lived and made 
their most valuable contributions to our modern civilization.” 
The author declares that there is nothing new in it; that it is 
merely “an attempt to supply a defect in our educational litera- 
ture.” But in this rapid sketch, grouping together the Greek 
and Roman forms of the city-state, marking distinctly their sali- 
ent features in the successive periods of their history, Mr. Fowler 
has certainly succeeded in giving to some familiar facts a fresh 
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meaning. One rises from the work with a new conception of the 
relation of the city-state both to what preceded and to what fol- 
lowed—the Roman Empire and the modern state; one realizes 
anew how it wasthat in these compact societies, each bound to- 
gether by all the ties, both natural and artificial, that can bind 
together a community, art, literature, law, and philosophy came 
to full bloom and fruitage as they could not under less perfect 
political forms. In some cases the author has been particularly 
happy in characterizing an institution or a tendency or a mode 
of action. The validity and the limitations of the method of 
argument from survivals are shown admirably though briefly ; 
the characteristic difference between the Roman treatment of the 
imperium and the Athenian treatment of the kingly office, is de- 
scribed as a difference of species rather than of genus; the real 
service of the aristocracy to human advancement is made clear ; 
the period of decay is so handled as to give a clear idea of the 
transition to the great Roman empire out of which modern states 
have risen. Naturally so brief a sketch cannot do more than 
emphasize the main outlines, and Mr. Fowler duly calls attention 
to the fact that his brief statements must often be criticized and 
corrected as the student’s knowledge is enlarged by more elaborate 
studies. But we have observed nothing that can seriously mis- 
lead, except the dating of Kylon’s insurrection after instead of 
before the legislation of Drakon (p. 127). Aristotle’s narrative in 
the Athenian Constitution is clear on that point. 

Less brilliant than La Cité Antique by Fustel de Coulanges, Zhe 
City-State is broader and sounder in its views, and not a whit less 
interesting. It is not, like that famous work, dominated by a sin- 
gle idea, but gathers up the results of many investigations, com- 
bines them in a lucid arrangement, and sets them forth in a 
transparent and attractive style. T. D. GoopvELt. 


The French War and the Revolution, By William Milligan 
Sloane. (American History Series.) New York, Charles 
Scribner’s Sons, 1893.—12mo, xxii, 409 pp. 

At no time in our history has the interdependence of European 
and American events been more intimate and important than 
during the period which witnessed the downfall, first of French, 
then of English power in the new world. It is this period which 
has been selected for treatment by Professor Sloane in the second 


volume of Scribner’s “American History Series.” The treat- 
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ment is in a high degree broad and scholarly, presenting “a 
reasoned account of all the facts”’ which are of importance to a 
correct understanding, first of the nearly world-wide struggle of 
which the French and Indian war was the American phase, then 
of the no less momentous struggle in which the American colo- 
nies achieved their independence, while England found herself 
confronted by all the important maritime powers of Europe. 

While the discussion of necessity deals largely with wars, it 
gives prominence to the process by which was evolved “a new 
theory of government by the application of English principles 
to American conditions.” The constitutional argument may be 
traced as follows, partly in the words of the author selected from 
the preface and from chapters X to XIII. 

The years 1760 to 1775 are among the most important in the 
history of constitutional government, because in them was tried 
the issue of how far under that system laws are binding on those 
who have no share in making them. Now, almost for the first 
time, theory instead of historical development, was to play a de- 
cisive part in English history. Two theories confronted each 
other; one that each member of Parliament represented all 
English interests, hence all parts of the empire were virtually 
represented in it; the other that each member represented only 
the interest or borough which returned him, hence there was no 
representation without a direct delegation of authority by a 
specific body of freemen. Here lay the gist of the whole matter. 
The first theory found its practical application in England in the 
assertion of parliamentary supremacy ; the second led the colo- 
nists to claim for their own assemblies powers over them which 
they refused to yield to Parliament. 

The issue was joined on the subject of taxation, and here the 
object sought was not the most effective plan for wringing large 
sums from an unwilling people, but rather the application of a 
logically consistent but distasteful method for securing sums 
which the colonies were willing to grant, if allowed to do so in 
their own way. Here we note a departure from English prece- 
dent in pushing a theory regardless of consequences, instead of 
seeking a practical end in the way most likely to be successful. 

In 1760 and for some years after, the English in America were 
exuberantly loyal, and proud of their membership in the victori- 
ous British Empire. Hence their disposition to reduce as much 
as possible the area of pressure when resistance began. This 
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was seen in their cheerful recognition of Parliament's right to 
impose external taxes for imperial purposes, while they denied its 
right to lay internal taxes for local purposes. This was not a 
working hypothesis as the British Empire was then constituted. 
Parliament either had full right to tax, or it had none. The 
English authorities led by Grenville at once claimed the former 
alternative, while the colonists were soon driven to accept the 
latter. It is interesting to note that the first plan of the colonists 
for the division of the field of taxation between two sets of legis- 
lative bodies has been substantially adopted and has proved en- 
tirely practicable in our own federal system, while the second 
plan of occupying the whole field of taxation themselves is the 
one now employed by the self-governing colonies whose relation 
to the British Empire is very much what the opponents of the 
Stamp Act and the Townsend Revenue Acts wished to establish. 
The leaders at this stage were Patrick Henry, under whose in- 
fluence the Virginia House of Burgesses resolved that taxation 
by themselves or by persons chosen by themselves is the first 
attribute of Englishmen, and Samuel Adams in Massachusetts, 
who proclaimed that the imposition of taxes, direct or indirect, 
without representation, is unjust and illegal. To reach this 
conclusion, Adams appealed, as Otis had done before him, to 
“the true spirit of the constitution,” that is to the living principle 
within it, which alone can make any constitution fit for the 
continued use of successive generations. Adams and Otis were 
true Americans in perceiving this, and its general recognition in 
England as well as in America since the revolutionary war has 
marked the development of the two great constitutions of the 
world. 

The declaration by Parliament of its right to legislate for the 
colonies in all cases whatsoever, attracted little notice in the 
general rejoicing over the repeal of the Stamp Act. But as 
Parliament proceeded to put its claim in practice, suspending the 
New York Assembly, ordering the Massachusetts Assembly to 
rescind its circular letter, and aiming, as was understood, to 
annul the charters for the purpose of unifying the colonial gov- 
ernments, the colonists met the newly developed aggressive 
policy by advancing the claim that legislation as well as taxation 
could proceed only from a body in which they were represented. 
This was a further blow at the Parliamentary doctrine of virtual 
representation. The colonial assemblies now became the storm 
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centers in the gathering commotion. Twice was the Massachu- 
setts Assembly prorogued, because it insisted on discussing the 
people's violated liberties. These two dissolutions are of the 
utmost importance, because they mark the beginning of a pro- 
cess which finally resulted in the entire disorganization of colo- 
nial government in America. One after another the assemblies 
were dissolved, and were temporarily replaced by provincial con- 
gresses, and these in turn by new State governments. These were 
very like the old ones, but differed in one essential feature which 
contained the germ of what is called congressional to distinguish 
it from parliamentary government. This is the erection of the 
executive, on one hand, into an active power in government, and, 
on the other, into a regulative force in controlling legislation. 
That the governor may not be tyrannical he must be elective, and 
thereby directly responsible to the people. This device was in 
the following period applied in federal as well as State govern- 
ment. Thus in a few years after the war the theory of actual 
representation, for which the revolutionary fathers contended, 
found an application which was not at first contemplated, and 
the national executive became a representative of the people in 
administration as completely as the Congressman in legislation. 

C. H. Smiru. 


The Creeds and Platforms of Congregationalism. By Williston 
Walker, Ph.D., Professor in the Hartford Theological Semi- 
nary. New York, Charles Scribner’s Sons, 1893.—8vo, 604 pp. 


This work contains an exact reprint of the creeds of the Con- 
gregational Communion from Robert Browne’s “ Statement” 
in 1582 to the “Commission ” Creed of 1883. The student is thus 
presented with an accurate edition of a series of documents of 
essential value in a not unimportant portion of ecclesiastical his- 
tory. To collect these documents in authentic copies was no 
small task. But Professor Walker has done a great deal more. 
He has furnished all that is requisite, in the way of historical 
narrative and comment, for the elucidation of them. The amount 
of research involved in this portion of the work can only be 
appreciated by those who have themselves been laborers in the 
same ora similar field. The author’s accuracy and good judg- 
ment are everywhere manifest. Particular subjects, like the 
‘ Half-Way Covenant,” are treated with admirable correctness as 
well as condensation. Errors which have been widely diffused, 
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and have been sanctioned by good writers, are either silently 
corrected or distinctly confuted. The work is one of a class 
which, from the nature of the case, cannot look for a very wide 
circulation in the immediate future. But they long hold their 
place as authorities, and their authors are gratefully regarded by 
scholars who are assisted by them. G. P. F. 


Die Handelspolitik Englands und seiner Kolonien in den letzten Jahr- 
zehnten. Von Dr. Carl Johannes Fuchs, a. o. Professor der 
Staatswissenschaften an der Universitat Greifswald. [Schrif- 
ten des Vereins fiir Socialpolitik, LVII.] Leipzig, Duncker 
und Humblot, 1893—8vo, x, 358 pp. 

This is the last of the series of essays on the commercial policy 
of the principal states of the civilized world which the Verein 
fiir Socialpolitik began to publish last year, and it is in many 
respects the most interesting and valuable for American readers.’ 

The subject seems at first glance a barren one. As the author 
says in his opening sentence, “ English commercial policy during 
the last decades has, properly speaking, no history.” While 
other states have gone through many changing phases of policy, 
England has for over thirty years not deviated a hair’s breadth 
from the principle of free trade. But even in England there 
have been various interesting problems, such as those raised by 
the sugar bounties; and there have been various shiftings of 
public sentiment, such as that shown in the fair trade movement. 
Moreover, if we turn to the colonies, to which nearly half of the 
present volume is devoted, we encounter the singular fact that, 
though Great Britain has adhered steadily to the policy of free 
trade, almost all of the self-governing colonies have, since the 
end of the 70’s, shown a decided tendency to adopt protection. 
Even New South Wales, which for many years had adhered toa 
policy of low duties, at last yielded to the general drift, and 
adopted a protective tariff in 1891. (p. 213.) 

The enquiry which the author makes into the complicated re- 
sults of these conflicting policies, is unfortunately not very con- 
clusive. In the first place, as he points out, the commercial statis- 
tics, even of Great Britain herself, are far from being accurate, 
and they are especially misleading owing to the fact that only 
values, not quantities, are declared to the custom house authori- 
ties. Thus the figures may show a falling off in the value of 
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exports or imports during a period of falling prices, when there 
has in reality been an increase in the quantities. (p. 91.) 

There is another source of error to which the author, though 
he occasionally mentions it, does not, it seems to us, give suffi- 
cient weight, viz., the movement of securities, the investment of 
capital, and the payment of dividends and interest. Such appar- 
ent anomalies, for instance, as the great excess of imports over 
exports in Victoria, during recent years, might perhaps be ex- 
plained by the movement of capital. (p. 241.) And unless we 
are able at least approximately to gauge this movement, our 
statistics have comparatively little value. 

The general conclusion which Professor Fuchs draws from the 
commercial statistics as they stand is that, while England’s com- 
merce has increased enormously under free trade, several nations 
pursuing a different policy show a still greater growth. (p. 121.) 
Thus, while England’s share in the commerce of the world is still 
the lion’s share, it is no longer as large a fraction of the total as 
it was in 1854. (p. 141.) This does not, however, prove that the 
free trade policy has been a failure. It merely shows that other 
countries have gradually become industrial states like England. 
Foreign commerce, moreover, is only a part of national economic 
life, and internal trade, production, and consumption are of 
equal or greater importance. These, however, do not appear in 
custom-house statistics, and are very difficult to gauge by any 
statistics. The author’s conclusion is therefore somewhat nega- 
tive. 

In discussing the effects of the protective system adopted by 
the most prominent of the self-governing colonies, the author 
reaches an equally negative conclusion. In a number of cases 
the protective tariffs were followed by a reduction of foreign 
trade; but in some others, as in South Australia, New Zea- 
land, Queensland, and the Cape Colony, they were not. (p. 
226.) In general, England's share in the trade of her colonies is 
diminishing relatively to the share falling to intercolonial and 
foreign trade. This tendency has brought about a considerable 
movement looking towards a closer union of the different parts 
of the Empire, both commercial and political. The various plans 
for imperial federation are discussed in the last section of the 
book. 

The final verdict of the author on the commercial policy of 
Great Britain is, that it has been, on the whole, a failure. Not 
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only have other states not followed its example, but many, as 
France and the United States, have been going further and 
further in the direction of high protection. The author thinks 
that a timely use of retaliatory duties against its rivals and of 
differential duties in favor of its colonies would have checked 
the extreme protectionism of other countries. (p. 314.) But did 
German protection under Bismarck force France or the United 
States to reduce their tariffs? Has the Méline tariff in France 
brought Spain to terms? Is it not rather the history of most 
tariff wars, that each of the combatants tries to outdo the other, 
until both find the operation so costly that they make a compro- 
mise which might as well have been made at the outset, but 
which the tariff has postponed for years? It took thirteen 
years of progressive protection on the part of Germany and her 
neighbors to bring about the Central European treaties of 1892. 
And it seems to us that if England, instead of pursuing free 
trade, had tried to bring the United States to terms by levying a 
duty on our wheat or our cotton, tariff reform in our country 
would be postponed indefinitely. 

It is true that free trade has not done what was expected by its 
promoters forty years ago. In fact, it has brought England into 
acuriously contradictory position. For, while it was claimed in 
the beginning that it would be a great benefit for England if all 
nations were to adopt free trade, it is thought now by some of 
the wiser heads that the one thing which England has most to 
fear is a low tariff, adopted by some of the most powerful of her 
competitors, as, for instance, the United States. But, though 
events have turned out differently from what was expected, we 
cannot but think that it has been a great advantage to England 
that she has not been called upon to play a part in the European 
tariff struggles of the last twenty years. H. W. F. 


A Brief History of Panics and their Periodical Occurrence in the 
United States. By Clément Juglar, Member of the Institute. 
Englished and Edited by De Courcy W. Thom. New York, 
G. P. Putnam’s Sons, 1893.—8vo, 150 pp. 


It is not quite fair to M. Juglar to sever from its context the 
part of his book devoted to the United States, and treat it asa 
history of panics in our country. The author did not write a 
history of panics in the United States; he wrote a history of 
panics in Europe and the United States, in which the latter is 
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only an adjunct to the former. His knowledge of facts with 
regard to America is fragmentary ; his generalizations as to the 
course of a panic are drawn from European experience, and it 
takes some violence to apply them to America. Look at his pre- 
liminary definition. “A Crisis or Panic may be defined as the 
stoppage of the rise of prices.” This certainly cannot apply to the 
panic of 1884-5, nor to that of 1893; each of which was the cul- 
mination of a downward movement rather than the stoppage of 
of an upward one. Thecorresponding European panics, which 
antedated the American depression, may perhaps be brought 
under M. Juglar’s definition ; the American crisis cannot. The 
treatment of recent crises is hardly more adequate than is his defini- 
tion. The events of the year 1884 and 1885 are described from 
the standpoint of the financial world only, as distinct from the 
industrial one. Only one sentence, and that an inaccurate one, is 
devoted to the railroad building and the duplication of manufac- 
turing plant which characterized the years 1880-82, and of which 
the crisis was a necessary sequence. The symptoms of the panic 
are described in detail; the underlying causes are strangely 
neglected. The contrast with the treatment of the same subject 
in a book like Grosvenor’s American Securities is a very sharp 
one. Even in financial matters M. Juglar’s knowledge of 
American affairs is not that of a native. He speaks of the 
“enormous sum” of $121,000,000 invested in railroads dur- 
ing the year 1873; not realizing that an amount which would 
be very large for France is hardly up to average for the United 
States. In the description of the panic of 1857, he fails to 
make clear distinctions between the banks of New York 
and those of the country as a whole—supposing, perhaps, that 
New York holds the same position in the American financial 
world as Paris in the French. As we said at the outset, it is un- 
fair to M. Juglar to make too much of these errors and omis- 
sions; but when a fragment or series of fragments is made into 
an independent book, author and translator must expect to 
be criticised on that basis. 


The translator has devoted much pains to his work, and has 
brought the separate fragments into a coherent whole with a 
good measure of success. But when he states on the title page 
that he uas ‘“Englished”’ the book, we cannot help noting that 
this word has two meanings, 1. “To translate into English,” 
2. “To cause to twist or spin, and to assume a more or less 
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sharply angular direction after impact ;” and that there are some 
instances where the second will apply quite as well as the first. 
A. T. H. 


Ripley, William Z. The Financial History of Virginia, 1609-1776. 
(Studies in History, Economics, and Public Law, iv, 1), New 
York, Columbia College, 1893.—8vo, 170 pp. 


The economic and financial history of the American colonies 
is attracting more and more deserved attention. Among the 
various monographs which have of late added to our knowledge 
of this subject, Mr. Ripley’s Financial History of Virginia is the 
most successful. The various topics which go to make up such 
a history are handled in a scholarly and interesting way. In the 
system of land-ownership, the slavery system, and the absence of 
large cities, the author finds the clue to the development of taxa- 
tion in the colony. A land tax or general property tax, though 
favored by the small landowners, and adopted in all the northern 
colonies, gave way to a poll tax, favored by the large land-owners, 
and remained the chief item of colonial revenue down to the 
Revolution. In the contest between those who favored a land 
tax and those who favored a poll tax is seen the beginning of 
that sectional antagonism between the upland and the lowland 
counties which culminated in the subdivision of Virginia into 
two States. 

Import duties never amounted to much; on the other hand, 
export duties on tobacco were levied after the middle of the 
XVIIth century. The survival of feudal institutions in Virginia, 
—not peculiar to the South, as the author holds,—such as the 
payment of quit-rents, is touched on. 

The most successful chapters are devoted to a careful study of 
the monetary history of the colony,—the immunity from paper 
money issues before 1755, projects for mints, foreign exchange, 
and particularly to the part tobacco played as a medium of 
exchange. An interesting parallel is established between recent 
currency legislation,—the silver laws and the sub-treasury 
schemes,—and the tobacco legislation of the colonial period. 
The producers of tobacco, like the producers of silver to-day, 
claimed government assistance to raise the price of their com- 
modity. On the plea of scarcity of money, tobacco notes were 
issued, beginning with the first years of the XVIIIth century, on 
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the deposit of tobacco in government warehouses. These notes 
were of two kinds, and closely resembled our silver certificates 
and our treasury notes of 1890. This policy was adhered to till 
the formation of the Union. The notes never suffered deprecia- 
tion, but were a “legal tender only in the immediate locality of 
the warehouse in which the tobacco was deposited.” Moreover, 
it is to be noted that the commodity on which they were based 
was not fluctuating in the world’s market, but was gradually 
rising in value; hence the comparative success of the scheme. 
& 


The Influence of the Sea Power upon the French Revolution and Empire, 
1793-1812. By Captain A. Mahan, U. S. N. Boston, Little, 
Brown & Co., 1892.—z2 vols. 8vo, xx, 380, xvii, 428 pp 


This work has a double interest, when we recall the profes- 
sional standing of the author, and remember that his training 
from boyhood has particularly fitted him for the book he has just 
finished. To military men, the period covered by the author 
is exceedingly fascinating and instructive. The great Frederick 
is just disappearing ; the deluge predicted by Louis XV. was 
about to burst over France and wash away the polluted dynas- 
ties of the Bourbons, to prepare the stage setting for the next 
act of the tragedy—the entry of the mighty Napoleon. It was 
during this period that the contest between England and 
France for supremacy at sea was settled in favor of Eng- 
land. Louis XVI. had built up the French navy, and the 
Revolution found it at least equal to that of England in 
training and efficiency, but it did not escape the bloody 
storm that swept over France with such terrible fury. Long 
and faithful service and ability were no longer requirements 
for command. The officers in the navy of Louis had been 
drawn from the titled classes, and were suspected of disloyalty to 
the republic. Patriotism, so-called, and fidelity to the republic 
were to govern in future. Discipline became a mere farce, and 
mutinies were common occurrences. Phillipe d’Orleans, Ker- 
saint, and D’Estaing perished on the scaffold. A decree was 
passed authorizing the minister of Marine to fill the places of 
flag and other officers from any grade and without regard to 
existing laws. 
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The corps of trained officers was thus completely destroyed, 
and the enlisted men fared no better. Trained gunners and sea- 
men were replaced by men of no experience or ability. The 
result was, of course, readily foretold, even when the French, by 
strategy or tactics, got the advantage of the English in position or 
numbers, they were readily beaten through their own ineffi- 
ciency in serving the guns and handling their ships. Due to 
lack of money, the ships could not be repaired, and as the English 
held the channel, and hovered along the coasts, necessary naval 
supplies could not be obtained. In a few years the navy had 
reached such a low condition in material and moral that even 
the genius of the mighty Napoleon could not resuscitate it and 
put it in good fighting condition again. In the meantime the 
policy of England to obtain the mastery at sea and to keep it was 
rapidly developing, and culminated in the overthrow of the 
French navy. The French lost their rich possessions in the 
West Indies, the Newfoundland fisheries, their control in the 
Mediterranean, and with the failure of Napoleon’s expedition to 
Egypt, due to the destruction of his fleet, they were obliged to 
give up any hope they may have had of regaining a foothold 
in the East Indies. When Holland formed an alliance with 
France, her colonies, notably that at Good Hope, were immedi- 
ately seized by England, and became links in the great chain of 
Empire she was to stretch around the world. 

The French, realizing that their massed squadrons were unable 
to cope successfully with those of England, adopted the plan of 
dispersing their ships, and scattering them abroad to prey on 
English commerce. They undoubtedly did much damage and 
captured many prizes, but this line of action was of no assistance 
to the French in their land projects, and of no value in opening 
up their ports for the reception of supplies, of which they were 
greatly in need; neither did it seriously retard the progress of 
the English towards the control of the carrying trade of the 
world. Providence seemed to favor the English. The expedi- 
tion of Hoche to Ireland was baffled by the winds and waves, 
after it had safely passed a much superior British fleet without 
even being seen. The author finds much to criticise in the con- 
duct and management of the British fleet at thistime. It was 
seriously threatened by the demoralization of inactivity and love 
for the harbor, but was saved by the lashings administered by 
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those two men of untiring energy and heroic courage, St. Vin- 
cent and Nelson. 

One of the facts brought into bold relief by the author is the 
enormous growth of English commerce during many years of 
constant warfare. Between 1792 and 1800 the commerce of Great 
Britain “increased by 65 per cent., while the loss by capture was 
less than 2% percent. on the annual volume of trade.” The 
increase was obtained by shutting off neutral trade with the 
enemy and forcing it into her own ports; by colonial growth, 
and by the increased power of her navy, which gave her sufficient 
sea-power to enable her to make her own interpretation of inter- 
national law, and to enforce it with great hardship and injustice 
to neutrals and manifest advantage to herself. 

This work will undoubtedly be of great value in a technical 
way, to professional naval and military men, and has received a 
warm welcome at their hands both at home and abroad. Its 
technical value might, perhaps, have been increased by a longer 
discussion on comparative tactics, with the author’s views at 
length on the probable changes in naval tactics in the next great 
combat, but the story of how the sea-power won, in the gigantic 
struggle of endurance between England and France, is clearly 
and delightfully told. J. S. Pertir. 


An Introduction to the Study of Political Economy. By Luigi Cossa, 
Professor in the University of Pavia. Revised by the Author 
and translated by Louis Dyer, M.A., Balliol College. London 
and New York, Macmillan & Co., 1893.—xi, 587 pp. 


Cossa’s Guide to the Study of Political Economy has long been 
known to American students as the best short history of the 
science which we have. His J/ntroduction is the same work 
expanded and brought down to date—not so short, but fully as 
good. When we consider how much has been written on 
economics during the last fifteen years, and how hard it is to 
keep track of it, the completeness of Cossa’s knowledge and the 
substantial justice of most of his criticisms deserve the very 
highest praise. His treatment of Marshall is at once apprecia- 
tive and discriminating. To Jevons he, perhaps, does a little less 
than justice ; and the same exception might be taken to his treat- 
ment of Adolph Wagner. He devotes twenty-three pages to the 


| | 
i) | 
: 
| 


1893] Book Notices. 333 


economic literature of the United States. There is little fault to 
find either with his statements of fact or expressions of opinion. 
Professors Jenks, Seligman, and Mayo-Smith are put into a 
group where they do not exactly belong ; and Professor Bourne 
will be surprised to find himself classed as a pupil of Professor 
Dunbar. But these are trifles. The work of the translator is 
first-rate. A. T. H. 
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